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hat a fortnight it has been. We have plumbed new depths in animus 

and acrimony. Not a day goes by without a shrieking melee. either 

at a press conference or on the streets. The “Reform Spring” has very 
quickly faded into a fruit-salad autumn, with mangoes and bananas flying 
around in a new politics of whistle-blowing. Ever since he won the “Emergent 
Leadership" category of the Ramon Magsaysay Awards in 2006, Arvind 
Kejriwal has been emerging. and how. Television is the great leveller of this 
century, and news is well and truly broken. Kejriwal has taken on the business 
transactions of Robert Vadra, who happens to be the son-in-law of the President 
of the Congress Party, as his first “direct action” campaign. He spread his net 
alter that, to Salman Khurshid and Nitin Gadkari. More is sure to follow. Where 
will all this lead? Will any powder be left dry in the campaign for the next Lok 
Sabha? The sound and fury will go on, and we do not know now how many of 
these gladiators will be left bloodied but standing when the elections take place. 
Vadra was a favoured business associate of DLF Limited, India's largest real-es- 
tate company. Assistant Editor Manu Kaushik and Senior Editor Sanjiv 
Shankaran describe the problems DLF faces — even without the opprobrium of 
the Vadra affair ~ from page 35. DLF has been the most artful in acquiring its 
land bank and leveraging its properties to get where it is, and setting up hun- 
dreds of ‘partnerships’ and project-specific baby DLFs is par for the course. 


Incidentally, ПЕ has lost 10 per cent in market capitalisation over the past year 


and slipped from No. 35 to No, 40 on this magazine’s annual honours list of 
India’s most valuable companies, the BT500, which starts on page 50. 

This year, after a long spell at the top of the heap, Reliance Industries was 
pipped to the No.1 position on the BT500 ranking by Tata Consultancy Services. 
TCS' s average market capitalisation in April-September 2012 rose by 12 per cent, 
compared with a year earlier, while RIL’s fell by 16 per cent. It is not surprising 
that TCS, the quiet giant, has jumped from the No.4 rank last 
year. Its business model, its management style, and its laser-like 
obsession with growth have all made TCS what it is, and in an 
unusually relaxed and candid interview, CEO and Managing 
Director N. Chandrasekaran, a keen marathoner, talks about the 
company's customer focus. and about his low-key but stamina- 
filled run to the top. For 27 years. TCS was a division of Tata Sons. 
and set out as an independent entity only in 1995, a child ofthe 
revolution that swept through the information-technology field. 
Today it emplovs 254,076 people (that's about the size of a good- 
sized town) in 42 countries. Of course, market-cap rankings are 
subject to the tempests and temper of the market. and when we last checked, RIL 
had been ahead of TCS in market capitalisation on every trading day since 
September 17 until October 19. Both companies are jostling in the profit-making 
queue. TCS's net profit in the June-September quarter rose 44 per cent to 43,512 
crore, while RIL's actually fell by 5.7 per cent to 35.376 crore. You can see some 
explanation for why TCS has toppled RIL, which ruled imperiously at the top of 
the BT500 rankings for nine consecutive years, on page 52. This is the 21st year 
this magazine has run its trademark barometer of corporate well-being, and you 
will get a fascinating snapshot of the past five years if vou go to www. businessto- 
day.in/bt500. This year's huge smorgasbord of very readable stories was super- 
vised by master chef Suman Layak, aided by the number-crunching prowess 
(not surprisingly the name of the CMIE database we use) of Jyotindra Dubey and 
Niti Kiran, and the reporting skills of our very inspired band of reporters. 

Finally, do not miss Anand Adhikari's very enterprising investigation of how 
foreign private-equity firms are setting up, or acquiring controlling stakes, in 
Indian non-banking financial companies (NBFCs), to lend money to high-risk 
sectors like real estate (see DLF above). What goes around comes around. 


Mino о EA 


www.businesstoday.in/editor 
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Change the System 
After reading your special issue on 
B-schools ( Best B-Schools, October 
28), I feel this year's survey is 
sharper, more sound and more 
comprehensive. But | am astonished 
by Santosh Desai ( Back to Class, page 
68), saving IIM-A did not open his 
mind to new modes of thinking. 

| feel the fault is not with the 
B-schools but in our system itself. 
We should encourage free and 
original thinking from nursery class. 
Instead of lamenting about "quality 
in higher education" we should pay 
attention to elementary education 
as that forms the basic platform. 
Jacob Sahayam, Thiruvananthapuram 


Photo Obsessed? 


In your Editor's letter ( Best 


www.facebook.com/BusinessToday 


E 2 








WRITE TO: 
HOW TO The Editor, Business Today, India Today Mediaplex, FC- 
8, Sector 16/A, Film City, Noida-201301. 
CONTACT f i 


Website: www.businesstoday.in 
Unsolicited articles will not be returned 
or acknowledged. 
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Business Today reserves the right to edit letters 


for brevity and clarity before publication. 
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Nokia Q3 loss widens to 
$1.27 bn as revenue plunges 
19 per cent: Blame for this 
goes to current CEO,had he 
opted for android in place 


E-mail: letters.bt@intoday.com/editor.bt@intoday.com 


Letters To The Editor 


B-Schools, October 28) you said 
readers enjoy your magazine and 
find it informative. As a small 
investor, | can say vour magazine is 
not informative. You ought to cover 
at least one industry and two 
companies in each issue which you 
do not. You also mention your 
magazine's world-class journalism 
and photography. Of course, 
photographs are necessary, but 
what was the need to carry such a 
big photograph of SEBI chief U.K. 
Sinha on page 43 covering three 
quarters of a page, and then use his 
picture again on page after page: 
There are more such instances. 

As a reader I want reading material 
rather than big photographs. 

K.S. Jegannathan. via email 


Case Difference 

With reference to a Business Today 
case study on Philips ( Faded Glory, 
Sept 30), Moushumi Dutt, Senior 
Director — Corporate 
Communications, Philips 
Electronics India, writes (edited): 

“I would like to point out that your 
case study is not an accurate and 
balanced representation of Philips 
business in India which includes 
Philips Lighting, Philips Healthcare 
and Philips Consumer Lifestyle. 

A large portion of our business is in 
the B2B space through health care 
and professional lighting. and not all 
of it consumer or just youth- 


of windows ,he would have 
been propelled to the place 
where Samsung is, Nokia fall 


is Samsung's gain... 
Vikas Baliyan 


FOR SUBSCRIPTION ASSISTANCE WRITE TO: 
Customer Care, India Today Group, A-61, 
Sector-57, Noida (U.P.) - 201 301 

Phone: (0120) 2479900 from 

Delhi & Faridabad; (0120) 2479900 
(Monday-Friday; 10 am-6 pm) 

from Rest of India; Toll free no. 1800 1800 100 
(from BSNL/ MTNL lines); Fax: (0120) 4078080 
E-mail: wecarebg@intoday.com 


targeted. Even if we accept thatthe + 
article is only on our Consumer 


Lifestyle business, even then it is an K 
incomplete review because the | н. 
writer has not taken into account 3 
our leading categories ofdomestic |} 
appliances and personal care. | 

у 
Editor's reply: BT case studies ^ 
typically take up a real-life corporate oy 
development and offer readers the э 


rationale behind the success or failure 
of a particular company, operation or 
project. In this instance, we looked at 
the consumer lifestyle business of 
Philips. We carefully examined how 
Philips, once a household name in the 
consumer electronics business, has 
become a small player, what went 
wrong and how the company’s 
attempts to regain its glory just did 
not materialise, This B2C focus of the 
case study was made clear to Philips 
while we were reporting on it. The 
article does talk about the lighting 
business — that makes for more than 
half of Philips India's revenues — and 
the health-care business but we didn't 
dwell on it in qreater detail. | 
Send all your comments to editor.bt@intoday.com 
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-  ONETPABINERSHIP. 
ISPENDLESS POSSIBILITIES. 


А x 1 The 787 Dreamliner's debut for Air india 
Celebrates a historic moment in the 70 year 
i E artnership that Boeing shares with India. It 
`  Rerálds a new technologically advanced era 

for Indian civil aviation. As this partnership 
continues to soar, the possibilities of what 


more it will achieve are, indeed, endless. 
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Tulsi Tanti, the founder 
Chairman of Suzlon Energy, faces 
a cash crunch that has crippled 
his company's ability to complete 
projects in time. The wind- 
turbine manufacturing company 
defaulted on its foreign debt after 
bond holders rejected a request to 
extend the time for repayment. 
The company's foreign currency 
convertible bonds - totalling 
$220.8 million (11,150 crore) - 
were due for redemption this 
month. Also see, businesstoday.in/ 
suzlon-debt 





Tata Motors will look 


at rationalising its 
product range and 
overhaul its image. 
Managing Director 
Karl Slym said the 
company would look 
to launch a next- 
generation version 
of its Nano, the 
world's cheapest 
car, for the US 
market in about 
three years. 


Kingfisher Airlines 
does not figure 
in the winter slot 
allocation list 
released by the 
Directorate General 
of Civil Aviation, 
the sector regulator. 
Kingfisher's absence, 
as well as a 
19 per cent decline 
in domestic flight 
Capacity across 
airlines from 
a year earlier, are 
likely to result in an 
increase in airfares in 
the winter season. 
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The Telecom Commission has 
decided that spectrum given to 
operators in the 900 MHz band 
would be replaced with fre- 
quency in the 1,800 MHz band at 
the time of renewal of licences, 
beginning 2014. This is a set- 
back to incumbent operators 
Bharti Airtel, Vodafone India. 
Idea Cellular. BSNL, and MTNL, 
The move would mean the op- 
erators together take a hit of over 
{1.15 trillion (one trillion equals 
100,000 crore) to migrate their 
900 MHz network and subscrib- 
ers to the 1,800 MHz band. 


The Supreme Court has refused 
to stay the central government's 
decision to allow foreign direct 
investment in retail. But the 
court said the policy suffers from 
a lack of legal sanction. This, the 
court said, could be cured if the 
Reserve Bank of India amends 
regulations in the Foreign 
Exchange Management Act. It 
allowed the Centre two weeks to 
get the rules amended. 


1 л 


Car Wars: This 


. festival season will 


see саг makers 
competing for price- 
conscious 
customers. Top of 
the heap is Maruti 
Suzuki's new Alto 
800 (in pic), with a 
starting price of 
%2.4 lakh, in petrol 
and CNG versions. 
Not to be left 
behind, Hyundai and 
Tata Motors have 
announced steep 
price discounts on 
the Eon and new 
variants of the Nano, 
respectively. 


India can take some 

comfort that it is not 
alone in posting slower 
growth. Neighbour 
China's economy grew 
7.4 per cent in the July- 
September quarter 
from a year earlier, the 
slowest pace since the 
first quarter of 2009. 


US exports to Iran 

rose by nearly a third 
this year, chiefly in grain 
Sales. The jump to 
$199.5 million in the 
first eight months of 
2012 from $150.8 
million a year earlier, 
according to Census 
Bureau data, is 
surprising given 
Western efforts to 
isolate Iran 
economically because 
of its nuclear 
programme. 


Microsoft's Surface 

tablet is now open 
for pre-order on the 
official company 
website. India is not 
on the list, 


— 


Economy 





Inflation accelerated to a 
10-month high in September on 
the back of higher diesel prices. 
This puts paid to hopes that the 
Reserve Bank of India will cut in- 
terest rates soon, despite the gov- 
ernment sending it signals to ease 
monetary policy to revive growth. 
The annual rate of inflation, based 
on the monthly wholesale price 
index. stood at 7.81 per cent in 
September, compared with 7.55 
per cent in the previous month and 
10 per cent during the correspond- 
ing month last year. 





Bangalore has outpaced bigger 
property markets such as 
Mumbai, Delhi and Chennai with 
140 per cent growth in the April- 
June quarter from a year earlier, 
even as sales in most other cities 
stagnated or even plummeted. In 
the first quarter of the current f- 
nancial year, 15.58 million sq ft of 
residential space was sold in 
Bangalore, giving the city a mar- 
ket share of 13.9 per cent. In com- 
parison, sales in the Mumbai 
Metropolitan Region and the 
National Capital Region fell 60 per 
cent and 57 per cent, to 15.95 
million sq ft and 28.86 million sq 
ft, respectively. Mumbai and Delhi 
still lack what it takes to be world- 
class cities, according to a recent 
United Nations report. Mumbai 
ranked 52 among 95 cities while 
Delhi came in at 58th. 







$59 5m 


Venture capital 
investments, spread 
across 157 deais, in the 
first nine months of 2012. 
This is more than 22 per 
cent below the $768 
million invested across 
153 deals during the same 
period in 2011, according 
to Venture Intelligence. 
Information technology 
and IT-enabled services 
were the popular targets. 











Estimated sales of mobile 
devices in india in 2013. 
This is an increase of 13.5 
per cent over 2012, 
according to research 
firm Gartner Inc. The 
mobile handset market is 
expected to show steady 
growth through 2016 
when end-user sales will 
surpass 326 million units. 


— —— ———— 





Years later... 


Markets 





State Bank of India. the coun- 
try's largest bank, has slashed 
the processing fee for home and 
auto loans till December 31. 
For home loans, SBI will now 


charge a processing fee of 


0.125 per cent of the loan 
amount for advances of up to 
125 lakh. against 0.25 per cent 
earlier. On car loans, the bank 
will charge a minimum of 3510 
and a maximum of 35,100 as 
processing fee. 


The Reserve Bank of India has 
revised priority-sector lending 
norms, widening the scope for 
extending credit to agriculture, 
housing, and small and me- 
dium enterprises. Now, loans 
up to 42 crore to firms involved 
in farming and allied activities 
will be treated as lending for 
direct agriculture. 
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scheduled to sentence 
former Goldman Sachs 
director Rajat Gupta, 63, 
on October 24. А jury 
convicted Gupta in June 
of tipping off his friend 
and business associate, 
Galleon Group hedge 
fund founder Rai 
Rajaratnam, about 
Goldman's boardroom 
secrets, 


The Board of Contra 
for Cricket in india has 
invited bids for TZ new 
indian Premier League 
franchisees. The last 
date to submit 
documents is October 
25, The cities for which 
bids have been invited 
are Ahmedabad, 
Cuttack, Dharamshala, 
indore, Hyderabad, 
Kanpur, Kochi, 

Nagpur, Noida, Ваке“, 
Ranchi, and 
Visakhapatnam. 
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n , he broad contours of the recom- 
How did it start? mendations made by the 
Hutchison's subsidiary 


| 'arthasarathi Shome C ittee, 
in Cayman Islands held Parthasarathi Shome Committee 


a majority stake in an tasked by the finance ministry to 
Indian telecom re-examine the last Union Budget's contro- 
company. Vodafone versial retrospective tax amendment, have 
bought the Cayman proved to be just what Finance Minister P. 


company, an indirect 


transfer of control in i | 
ап Indian company mittee has argued that the retrospective 


up amendment was Wrong. running counter 


Chidambaram needed to nullify it. The com- 





The retrospective tax amendments in las 
year's budget violated basic principles of Indian law, 
says the Shome Committee. By SANJIV SHANKARAN 





LO the basic Lenets ol law 


Shome. who was Chidamba 


viser during his last stint in 
ministry, was handpicked by Р! 
Manmohan Singh in July to he 
mittee. The government was clea! 
that the tax laws proposed by 
minister Pranab Mukherjee w: 
foreign investors. 

Mukherjee had prop sed al 


Lead 





What was the 
dispute about? 
India's tax 
authority felt the 
seller, Hutch, 
should have paid 
tax. Vodafone and 
Hutch felt a 
Cayman Island 
transaction was 
outside its purview 








Who went 

to court? 
Vodafone 
International first 
went to court in 
2007 when tax 
authorities felt it 
should have 
deducted tax from 
the amount it paid 
Hutch. Vodafone 
argued the 
transaction was 
outside India's 
purview 








law retrospectively to bring indirect transfer 
of Indian assets within the tax authority's 
ambit. It was meant to cover cases such as 
the one involving Vodafone International. 
An indirect transfer of assets happens when 
an Indian company is a subsidiary of a for- 
eign company. If the overseas company 
changes hands, as it happened when 
Vodafone bought 
Hutchison's Indian tele- 
com business, the seller 
can sidestep tax on profits 
from the deal in India. 
The Supreme Court in 
January 2012 ruled in 
Vodafone's favour, point- 
ing out there was a loop- 
hole in the law that com- 
panies had a legitimate 
right to use. Mukherjee 
chose a retrospective 
amendment to nullify the 
verdict, adding to the un- 
certainty over India's 
business environment. TRE ISSUE 
"The committee rec- 
ommends that these pro- 
visions (retrospective 
amendments), after intro- 
ducing clear definitions as 
recommended in this re- 
port, should be applied 
prospectively,” Shome 
panel says in its report. 
The group's dismal 
view of far-reaching retro- 
spective amendment is 
not without international 
precedent. Two emerging 
markets, Russia and 
Brazil, explicitly prohibit 
retrospective amend- 
ments in their statute 


IMPACT 
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MESSING UP 


Pranab Mukherjee's 
retrograde measure 





Investors use a loophole to 
sidestep taxes when they 
sell Indian assets. They 
indirectly transfer assets by 
selling holding companies 
located abroad 





Foreign investors panic as 
past transactions can be 
reopened by tax authorities 


books. In Europe, Sweden too has done the 
same. 

The clear stand taken by the committee 
has delighted industry lobby groups. "It is 
hoped that recommendations would bring 
about a much needed certainty in the tax 
policy and would lay down the ground rules 
for retrospective legislation in tax matters in 
future," R.V. 
Kanoria, President of 
lobby group FICCI, in a 
statement on October 9 


said 


soon after the recommen- 
dations were placed in 
public domain. Tax con- 
sultants lauded the report 
too. "Perhaps for the first 
time in independent 
India, an expert commit- 
tee has very clearly artic- 
ulated the need for the 
government to exercise its 
constitutional power to 
amend tax laws retrospec- 
tively only in ‘rarest of 
rare’ cases,” said Sudhir 
Kapadia, National Tax 
Leader at Ernst & Young, 
in a media statement. “It 
is noteworthy that this 
term is used in awarding 
death sentences in crimi- 
nal law jurisprudence and 
the committee rightly be- 
lieves that this is a drastic 
weapon in the hands of 
government that ought 
not be used indiscrimi- 
nately just to increase the 
tax base,” the statement 
added. 

Despite Mukherjee 
having vacated the fi- 





SME 


next 


STATE-OF-THE-ART. STRAIGHT FROM THE HEART 


www.bankofbaroda.com 
smeloanfactories@bankofbaroda.com 





India's Internat 


Lead 





What was the 
court’s verdict? 
In January 2012, 
the Supreme Court 
ruled in Vodafone's 
favour 





What happened 
next? 

In the Union Budget 
of 2012/13 presented 
in March, finance 
ministry 
retrospectively 
amended laws to tax 
Vodafone kind of 
transactions, 
thereby neutralising 
the Supreme Court's 
verdict. The move 
spooked foreign 
investors and 
affected business 
sentiment 





nance minister's office, the controversial 
proposal could not have been quietly 
dropped. In May. with Mukherjee still fi- 
nance minister, it was Chidambaram's own 
party. the Congress, which spearheaded a 
move to turn the budget proposal into law, 


and the Lok Sabha duly voted in favour of 


doing so. 

This is where Shome comes to 
Chidambaram's aid with some well thought 
out suggestions. Some recommendations 
seem to assume that the government will 
continue to retain the essence of the retro- 
spective amendment on indirect transfers. 
Thus the Shome Committee suggests that 
the tax should only apply to sellers. In the 
Vodafone case. its recommendation implies 
the tax department ought to pursue the 
entity Vodafone bought its Indian telecom 
services from, the Hong Kong-based 
Hutchison Telecommunications. So far it 


back having been invited. The final report is 
still awaited. 

Assuming the final report retains most 
of the draft, the question is how 
Chidambaram will implement the propos- 
als. "Most of the recommendations are far- 
reaching and would need a (legislative) 
amendment," says Sunil Jain, partner at 
legal firm J. Sagar Associates. The next 
Union Budget is a little over four months 
away and, typically, that is when legislative 
changes in direct taxes happen. 

E&Y's Kapadia agrees, though partially. 
some big changes such as the one restricting 
the liability to the seller require another 
amendment, he says. However, some other 
changes, such as the one waiving interest 
and penalty can be done through an execu- 
tive decision, he points out. This could be in 
the form of a circular issued by the Central 
Board of Direct Taxes (CBDT). 


SHOME'S PRESCRIPTION 


Committee suggests ways to undo the damage 


THE ISSUE 


Introducing 
retrospective 
amendments to 
tax laws 


Government 
might want to 
retain last 
budget's 
retrospective 
amendments 


has been the buyer. Vodafone, from whom 
the government has been seeking tax on the 
deal — along with penalty and interest — 
claiming it should have deducted the 
amount before paying Hutchison. Indeed. 
another key recommendation is that the tax 
department avoid levying interest and pen- 
alties on the tax due if the retrospective 
amendment kicks in. 

Shome Committee's recommendations 
are still at the draft stage, with public feed- 
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IMPACT 


Avoids shocks and 
imparts certainty 
to regulatory 
environment 


Lets Vodafone off 
the hook. Tax 
authority will have 
to pursue Hutch, 
the seller who 
made the profit 


According to Jain, a circular is binding 
on the tax department. A circular can also 
be withdrawn by the CBDT, imparting an 
in-built flexibility to adapt to contemporary 
challenges. 

Whatever eventually happens, the 
Shome Committee has taken the first step 
toward neutralising the perception that arbi- 
trariness underpins India's law making. Ф 


Send your comments to editor.bt@intoday.com 
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ITC's Watershed Development 
Programme 


irrigating nearly 95,000 hectares of dryland 
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ITC is the only company in the world of comparable dimensions to be carbon positive, water positive and solid waste recycling positive 


ITC's value chains support over 5 million livelihoods 









THE TWO 
PRICING 
METHODOLOGIES 
|, Cost-based 
g pricing 
Price is based on the 
minimum cost incurred 
in making a drug, 
allowing a certain 
percentage of profit. 
The government fixed 
price therefore 
becomes the 
benchmark. It is 
favoured by consumer 
bodies but not by the 
industry which argues 
that this approach 
focuses on costs alone, 
without considering 
quality and good 
manufacturing 
practices. 






| Market-based 
Гу pricing 
This is based on the 
average price in the 
market. Average price 
has been defined by 
the group of ministers 
as the weighted 
average price of brands 
which have more than 
one per cent market 
share in a segment. It 
is favoured by the 
industry but opposed 
by consumer bodies. 
The latter argue the 
policy will legitimise 
overpricing of drugs. 








Generic Brand 

Cefixime, TAXIM 0 200 MG TABLET 
nti-infecti 

PEM i RITE 0 CEF 200 MG TABLET 

Atorvastatin, ATORVA 10 MG TABLET 

anti-cholesterol —— <TORVAS 10 MG TABLET 

Cetrizine, CETZINE 10 MG TABLET 

anti-allergy CETIRIZ 10 MG TABLET 





Dose? 


The government mulls price 


control of more essential drugs. 


By E. KUMAR SHARMA 


he UPA government has told the 
| Supreme Court it will frame а new 
policy for pricing essential drugs by 
end-November. Currently, only 74 drugs 
are under price control. The government 
now wants to bring all the 348 drugs under 
the National List of Essential Medicines 
(NLEM) under price control. However, there 
тау be a difference in the manner in which 
the price is calculated. At present, the prices 
of the 74 drugs are determined using cost- 
based pricing. The group of ministers which 
considered the issue has approved a market- 
based pricing method for all the NLEM drugs. 
The NLEM is a publicly available list. 


drugs 
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The Right 









The ministerial panel's rec- 
ommendations have been criti- 
cised for excluding all combination 
drugs from price control. A pharma com- 
pany could still sell NLEM drugs above pre- 
scribed rates by combining them with other 
chemical substances. 

In a market-based system the average 
cost of NLEM drugs will fall by around two 
per cent, says pharma market research 
company AIOCD AWACS, part-owned by a 
trade association of chemists and distribu- 
tors. If the cost-plus method is extended to 
all 348 essential drugs the overall benefit to 
the consumer would be around 10 per cent. 


REINING IN DRUG PRICES 


The impact of different pricing formulae on some 


MRP © per Tablet 


Company  Currentprice Price Price 
(Market-based) (Cost-based) 


. Alkem Labs . 19.8 5.33 
: Micro Labs | 13.0 5.33 
. lydusCadia 104 1.18 
` Ranbaxy Labs : 9.8 1.18 
` Glaxo Smithkline | 3.75 0.45 
. Ает Labs 4] 0.45 





Source: AIOCD AWACS 
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the bank that merges innovation with expertise 
Today, as the West looks to Asia for opportunities and growth, Asia looks to DBS Bank for fresh thinking, expert advice 
and timely insights. Whether it's through our cash management products that are delivered by the cutting-edge 


DBS IDEAL™ 3.0 or our comprehensive suite of business solutions. 


As a bank that's born and bred here, we understand what it takes to help your business grow. Providing you with 
everything you need to make the most of Asia. Because we believe that growing your business is our business 


Our Accolades 


a Best Foreign Bank by Dun & Bradstreet: India's Top Banks 2011 & 2012 (for asset quality in 2011 and priority sector lending in 2012 
= Best Foreign Bank by Financial Express — E&Y: Best Banks 2010 


For more information, call 1800 209 4555, SMS 'DBS «CITY NAME>' to 56677 or email customercareindia@dbs com 
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FINANCIAL 
TIMES — — — 


THANK YOU for an outstanding response to the 





/ A world-class platform taking India and Indian banking to the world 


4 Exclusive Keynote sessions by Dr. M. Veerappa Moily, Hon'ble Union Minister, Ministry of Corporate Affairs & Power, 
Dr. Montek Singh Ahluwalia, Deputy Chairman, Planning Commission and all 4 Deputy Governors of The Reserve Bank of India 


/ Over 50 world-renowned speakers from India and abroad 
/ Participation from Key Leaders across Government, Indian & International Regulators, Banks & Corporations, Opinion Leaders and Academiciar 


^ Participation of over 1500 distinguished delegates from across the world 1 


"Building on the success of last year's launch, the 2nd edition of FT-YES BANK Internatio 
Banking Summit established even greater standards with resounding outcomes. The 2-1 
event provided an excellent platform for leading domestic and international regulat 
thought leaders and policy makers, to discuss myriad issues revolving around the sum 
theme ‘Stress or Stability? Re-Aligning the Global Banking System’. Intellectua 
stimulating, the discussions and key lessons shared by the intelligentsia served as r 
takeaways. I am certain that going forward this thought leadership platform will continu 
scale greater heights and play a pivotal role in discussing trends and finding solutions relev. 
to thefinancial and banking industry, amidst a dynamic glocal economic landscape." 


- Dr. Rana Kapoor, Summit Chair & Managing Director and CEO, YES BA 
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M. Veerappa Moily Montek Singh Ahluwalia 
Hon'ble Union Minister, Ministry of Corporate Affairs & Power Deputy Chairman, Planning Commission 
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Anand Sinha H. R. Khan K. C. Chakrabarty Subir Gokarn Anne Le Lorier Strobe Talbott М. R. Narayana Mur 


Deputy Governor Deputy Governor Deputy Governor Deputy Governor First Deputy Governor President Founder & Chairma 
Reserve Bank of India Reserve Bank of India Reserve Bank of India Reserve Bank of India Banque de France Brookings Institution Emeritus, Infosys 
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5 FT-YES BANK International Banking Summit 
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Sounds Good 


Good sound docks have always been an iOS domain. But finally, 
we are seeing manufacturers turn their attention to Android 
devices too. The Philips Fidelio is among the first Android 
. docks to hit India. It has a circular plastic body with 
an LED display that also doubles as a clock. Perhaps 
to cater to all the different phones available in the 
E ROCK market, Philips has kept the micro-USB connector 


flexible. The Fidelio is a Bluetooth wireless 





AND A CHEAP streaming music device and only charges the phone 
ULTRABOOK 





that is docked on it. Music can only be streamed over 
Bluetooth, that too with the help of the 7MB Philips 
Fidelio App available at the Google Play Store. The audio 

` quality is good, though we felt the bass lacked strength. So do not plan 
a party around this dock. 





NIDHI SINGAL 


Price | Bass quality 
For Android Needs app to play 
"LUTTE ai GIL Price: $5,999 


Price: 41,990 


Bargain Price 


Ultrabooks need to be cheaper to become mainstream. 
Realising this, HP has introduced the 'sleekbooks'. And this 
has meant cutting some corners, The HP Envy 4 Sleekbook 
has a 1 4-inch screen and stunning looks. But despite 
the wide frame, this one maintains its body at 
19.8 mm thickness with a weight of 1.75 

kg. The HD Brightview displav at 
| 366x768p could have been better. The 
Envy 4 we tested had an Intel Core 
13-2367M processor and not a third 


















generation chip. The benchmark 
test results were also not all that 
great. But that will do for 
regular users, certainly at 
this price. Plus, they are 
getting inbuilt Beats 
Audio and decent 
battery life. This is an 
ultrabook for those 

on a low budget 


NANDAGOPAL RAJAN 


Older processor Price 
Stubborn trackpad Design, sound 
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India's FDI Quest 


The government decision to raise the cap on foreign ownership in multi-brand retail and aviation 
businesses comes in the backdrop of an alarming drop in foreign direct investment (FDI) early this 
financial year. If business confidence perks up as a result of reform measures — and it shows signs 
of doing so — that fall could be reversed. Some trends in FDI inflows into India: 








Text by Jyotindra Dubey 
Graphic by Santosh Kushwaha 









FDI flows into India nosedived 
| in the first four months of this 

fiscal year (down 58 per cent) 
as the economy lost momentum 


$ 14.6, 


April July, 2011 











FDI flows had been already hit 
by the global financial crisis 
in end 2008. China, however, 
remained largely unaffected 


E india WW China 


Figures in S billion 


2001/08 200/09 2009/10 2010/11 2011/12 














Mauritius, a tax haven, 
remains the favoured 
conduit for FDI into India 


Figures for between April 
2000 and June 2012 











maximum FDI inflows over the years 
2000 





Figures for between Apr 
and June 2012 








Maharashtra corners a lion's 
share of FDI inflows despite 
high-decibel marketing by 








states such as Gujarat H | 
3 Figures in $ billion for 
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BIGGES T DEALS 
DEAL eo 9 THE PAST 30 DAYS” 


US-based Chemtura Corporation, a maker of specialty chem- 
icals and agrochemicals. acquired the bromine assets of 
Solaris ChemTech Industries Ltd. The acquisition includes 
two manufacturing facilities, a R&D centre and a multi- 
products facility in Gujarat. The value of the deal is 
estimated at 1748.3 crore ($142 million). 

Chemtura has now diversified its supply sources of T 
bromine, a chemical used in water purification, agriculture, GN 
health care and fuel additives. The acquisition, the third big- 
gest deal on our list, assumes significance as it gives Chemtura a 
larger footprint in Asia-Pacific. "Establishing additional footprint 
in the Asia Pacific region is further evidence of our commitment 
to growth in faster growing regions and will also strengthen 
Chemtura's prospects for expansion across the portfolio of Chemtura 
businesses," says Craig A. Rogerson, Chemtura Chairman, 
President & CEO. With this acquisition, Chemtura plans 
to enhance its focus on transportation, agriculture, 
electronics, and energy markets. The company 

had sales of $3 billion in 2011. 
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on media reports and company announcements. Any decision on the basis of 
this information should be taken only after professional advice. Business 
Today or Ernst & Young do not take any responsibility with regard to such a 
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On the Indian 
economy: | hope India 
will get back to eight to ten 
per cent growth. That will 
be our aspiration. Over the 
next two to three years we 
should be back on that 
path. We need to expand 
infrastructure so that there 
will be no bottlenecks. We 
have to see massive 
growth in energy, more 
than double-digits 
probably. There has to be a 
significant double-digit 
growth in manufacturing 
and services. For 
agriculture to grow eight to 
ten per cent would be a 
hard thing. | see 

secondary and tertiary 
sectors adding to growth 
and jobs. 
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HANS-PAUL BÜRKNER, 
President and CEO, Boston Consulting 
Group (BCG) was in Mumbai recently on 
a whistlestop tour. Bürkner, 59, will be 
demitting office on January 1 to become 
chairman of the management consulting 
firm. He spoke to Geetanjali Shukla on 
reforms and BCG's business prospects 
in India. Edited excerpts: 





On the government's reform 
agenda: The government seems 
quite serious about the reform 
agenda. Of course you can imagine 
that things could go much further, 
much faster. But these are very 
concrete steps. Could they be faster? 
Yes. Could they be more? Absolutely. | 
am sure, and we are hoping, that there 
will be more. 








On whether Indian companies are 
overleveraged: In any growth phase, and 
India has gone through a very strong growth 
phase over the last 20 years, you are going to 
the limits. If you go back to the history of most 
companies today, you will see some periods 
when they were in enormous debt. We're seeing 
this in India, China and other emerging markets. 
Some companies will not survive. But as we go 
back to the momentum of higher growth most 
companies will do well again. 


On BCG's consulting business in 
India: It is a huge market. We have seen 
strong growth over the last 10 years. There are 
many more companies who will be our clients, 
not just to deal with the challenges in India but 
also as they expand overseas. 
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FOCUS On Record/Inflation at 7.8%, a 10-month high 


"It is very difficult for RBI to 
cut interest rates ... because 
(inflation) numbers 

don t justify reduction” 


Deepak Parekh, Chairman, HDFC, in Business Standard 





"When you raise a key 
price like diesel, in the 
short run you have an 
uptick, but the idea that 
six months later the 
inflationary situation 
Will be worse as a result 
of this is not true" 


Montek Singh Ahluwalia, Deputy Chairman, Planning Commission, 
to wire agencies 





“In a trade-off between 
growth and moderate inflation, 
I would plump for growth” 


Joseph Stiglitz, Economist and Nobel prize winner, in 
The Economic Times 





› 


“We could get to about 7% by March 2013. 
That also depends on how food prices 

behave in between. I would say that the 
tendency for inflation hereafter would be 

in the downward direction.” 





Morgan Stanley in a report 





C. Rangarajan, Chairman of the Prime Minister's Economic 
Advisory Council, in The Economic Times 
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¢ BSE listed company with 
global presence * Very visible, 


robust, dynamic entity іп 
the IT sphere * — Value-based 
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Wfferings ¢ Process excellence, 
quality and service, maximizing 
profitability 


Wobhagya 


Working 
with 
technology. 

Putting 
üthn —* 
to work. 


* Profits posted consistently 


for past 22 quarters 


* Strategic partnerships and 
offices in the UK, US & 
Middle East * One of 


India's largest eco-friendly, 
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Chew on This 


Even the humble burger can 
sometimes cost a fortune. The 
most expensive one is the Fleur 
Burger 5000, sold only at Fleur 
de Lys restaurant in Las Vegas, 
which costs a staggering $5,000. 
Containing foie gras and a special 
sauce, it is served on a brioche 
truffle bun and comes witha 
bottle of Chateau Petrus 1990, 
one of the most expensive wines. 
Eight of the 10 most costly 
burgers in the world are on offer 
at restaurants in different parts 
of the US, the ninth in London 
and the 10th in Indonesia. 





Fame over Cash 


A junk collector in Massachussetts 
delighted a family by returning 
bonds worth $114,000, which they 
had accidentally trashed. But he 
also promptly alerted a local TV 
crew about his discovery. The 
family had hired Leo Guarente to 
clean out the home of a dead 
relative. Guarante stumbled upon 
the bonds bought in 1972 inside an 
old locked chest. Though he used 
the opportunity to grab some free 
publicity, Guarente said he was 
never tempted to keep the money. 


Bogged Down 


Of 564 projects recently examined 
by the Ministry of Statistics and 
Programme Implementation - 
around 40 per cent of them 
involving investments of over 
11,000 crore - 192 face cost 
overruns while 251 have been 
delayed. Inflation has played havoc 
with the estimated costs. Time 
overruns are mainly due to lack 
of environmental clearances, law 
and order problems, and funds 
shortage. One project is late 
by over 18 years. 
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HOW THINGS WORK 


мри эү?» 





When Guinea Pigs Squeal 

The Supreme Court recently asked the Centre for a comprehensive report within eight 
weeks on all the clinical trials held in the country since January 2005. focusing espe- 
cially on the deaths and adverse side effects resulting from them. What prompted this: 


What is a clinical trial: It is the testing of a new pharmaceutical drug after it has 
passed its laboratory tests. It is carried out in phases on progressively larger groups of 
human beings. 


How it all began: In 2005, the government amended the Indian Patent Act to rec- 
ognise product patents. It also allowed Phase-H and Рһаѕе-Ш trials to be held in India 
concurrently with those in other countries. Global drug companies saw India as an 
attractive testing ground since costs of clinical trials here were 40 to 60 per cent less 
than in developed countries. So far 2.059 clinical trials have been held, involving 
around 150,000 people. 


The controversy: NGOs have been alleging that some doctors conducting trials vio- 
lated norms while getting consent from those who were given the test drugs. Doctors 
at the Maharaja Yeshwant Rao Hospital in Indore have indeed been found guilty of 
doing so. An estimated 1,700 people have died countrywide between 2007 and 2010 
after participating in these trials, very few of whose families were compensated. 


The future: The Central Drugs Standard Control Organisation has circulated draft 
guidelines relating to checks and balances on clinical trials. 
COMPILED BY BASUDHA DAS 


32 BUSINESS TODAY November 11 2012 


TONDA HEMISPHERI 
Rose aold 
Automatic mov 


r 


ual time zone i 


Hermes alligator str 
Made in Switzerland 


WWW. Darrnricdia¢ni.c! 


PARMIGIANI 


FLEURIER 


ELH! JOHNSON WATCH CO., CONNAUGHT PLACE, TEL: 41513110, 41513121 
MUMBAI ROSE-THE WATCH BAR, BREACH CANDY, TEL: 23620275/77 





Subscribe to Business Today 
And Enjoy Big Savings! 








FOR MANAGING TOMORROW 


You Get 







Save 25% on the Cover Price 


Save 15% on the Cover Price 


*on 3 Years Subscription { 


— — — — —— —— — — — —— — — —— —— — س — س س‎ Please fill in the form and send it back to us in the address mentioned below = — — = = = = = = = = = = = = = = = = = ——— > 


Business Today Subscription Form 





Send form with payment to LIVING MEDIA INDIA LTD., 
A-61, Sector 57, NOIDA-201301 (О.Р) 


Yes! | would like to subscribe for: 
З Years (78 Issues) : Pay < 3429/- < 2340/- Save 25% on the Cover Price 
1 Year (26 Issues) : Pay € 1046/- ¢ 885/- Save 15% on the Cover Price 


АП." EE IEE PEERS ERMEE WS ERRETA RESISTENS пот ос c ——A———— се е сга 
КВР VR CR UU CRACK Naa Da ت‎ WR SEN و‎ TON EE FEL UV N Ea v FCU AEN La eae VN QU CA DER UTC ORC edd ок 
a a ee RPM, ooi РТ ЕТ PNG NER 

5 a 
Payment Details: A 

Charge my Credit Сага “2 168 OE | 
2707. a ae AOE: а оу 7с. o EE 

Payment Enclosed: Cheque $0] о. Se ee ae (in favour of Living Media India Limited. For non-Delhi cheques, please add # 50/-) 


Subscription Terms & Conditions:This authorises us to communicate about our products & promotions through mail/phone/printed material/email etc. This authorisation is irrespective of 
my instructions elsewhere of not to be contacted or informed over phone/email/mail etc. СоуегРгісе of BT is * 40. Special Rates and offer valid in India only for a limited period. — Allow 
3-4 weeks for processing of subscription. Add Rs. 50/- for non-Delhi cheques. Superscribe your name and address on the reverse of the cheque/DD. АІ! disputes are subject to the 
exclusive jurisdiction of competent courts and forums in Delhi/New Delhi only. Business Today can revise this offer any time at its discretion without any prior intimation. T&C apply 





To Subscribe - Email: wecarebg@intoday.com or Call Toll Free No.: 1800 1800 100 or (0120) 2479900 


КЕАІ. ЕЅТАТЕ DLF 







In the Dock 


Allegations of dubious deals with companies promoted 
by Robert Vadra are not DLF's worst headache - the real estate giant 
is deep in debt. By MANU KAUSHIK and SANJIV SHANKARAN 


} 
sombre silence fills the largest real estate company, which long-standing ties with th 
ninth floor of the DLF is at the centre of a political storm. A which it derived its nam 
Centre building on the huge M.F. Husain mural adorns the Land and Finance) and muc! 
bustling Sansad Marg dome-like ceiling above the en- earlv fortune. The building hoi 
in New Delhi. It's trance. The art, based on the urban the office of Rajiv Singh. DLI 
clearly not business as usual at the landscape of the national capital, Chairman and son of its fou 
corporate headquarters of India's reminds visitors of the company's K.P. Singh. 


The DLF-Robert Vadra tango 


DLF's deals in the National Capital Region with Vadra-owned companies over 
the last four years, which are now at the centre of a political storm 


7 Flats 


Sells seven flats in 


3.5 acres 12,000 sq ft 
Buys 3.5 acres in Manesar Sells 12,000 sq ft 


from Vadra's Sky Light apartment for | Magnolias, а 
Hospitality; pays %5 crore 11.9 crore to Sky housing property, 
in first tranche Light Realty to Sky Light Realty 
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Singh is an embattled man these 
days. His company's business deal- 
ings with firms promoted by Robert 
Vadra, the son-in-law of Congress 
chief Sonia Gandhi. have been por- 
trayed as an example of crony capi- 
talism by newly minted politician 
Arvind Kejriwal. 

But these allegations are perhaps 
not the 53-year-old scion's worst 
headache. His company is deep in 
debt. As of June 30, 2012, gross debt 
stood at 324,259 crore - nearly 2.4 
times the total income and 20 times 
the net profit of the last financial 
vear. In fact, the debt climbed stead- 
ilv over the past four years (see Deep 
in Debt). 


ising debt translates into 

higher interest outgo. An 

analvsis of the last finan- 

cial year’s performance 
shows that DLF's operating cash 
flows were 42,492 crore, and the 
interest outgo was 43.013 crore, 
which means that interest payments 
added up to 1521 crore more than 
the cash generated from operations. 
In addition, the company spent 
money to acquire land and on capi- 
tal expenditure, which increased 
overall debt. 

“DLF's core business is not gener- 
ating enough cash to meet debt ob- 
ligations, which is a big concern for 
us," says Kejal Mehta, analyst at 






@—® Gross debt 
Figures in ї crore 


20,000 25,000 


15,000 


2008/09 2009/10 
Source: Company 
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Deep in debt 





Mumbai-based brokerage 
Prabhudas Lilladher. 

"There has been no capital for- 
mation from DLF in the past few 
years,” says Ambar Maheshwari, 
Managing Director (Corporate 
Finance), Jones Lang LaSalle India. 
“All its income generation is going 
to pay olf interest to banks." 

It is at this crucial juncture that 
DLF finds itself in the middle of a po- 
litical storm, with Kejriwal alleging 
that deals between Vadra's compa- 
nies and DLF were not above board. 
This is not the first time DLF's corpo- 
rate governance has been ques- 
tioned, but the timing could not 
have been worse. 

There are inconsistencies be- 
tween DLF's initial media statements 
about the value of its deals with 
Vadra's companies, and what the 
financial statements of the compa- 
nies show (see The Balance Sheet 
Mismatch, page 38). DLF declined to 
respond to emailed questions about 
the inconsistencies. 

So far, there has been no an- 
nouncement of investigations into 
the nature of the deals. but the issue 
is unlikely to subside quickly. About 
10 days after Kejriwal's press confer- 
ence where he made the allegations, 
Harvana bureaucrat Ashok Khemka 
publicly expressed doubts about the 
legitimacy of one of the transactions. 

DLF has already had one brush 


24,192 24,238 


2010/1 2011/12 









12.5 lakh 


Sells 50% stake in DLF 
SEZ Holdings to North 
India IT Parks, another 
Vadra company 


50% 


Sells 50% stake in 
Saket Courtyard to Sky 
Light Hospitality 


12.5 lakh 
Buys back stake in 
DLF SEZ Holdings 


from North India IT 
Parks for 12.5 lakh 


445 crore 


Pays <10 crore and 
then 135 crore to Sky 
Light Hospitality for 
Manesar land bought 
in the previous year 


18 crore 
Pays m Light 
Hospitality «8 crore, 


the last instalment, 
for Manesar land 
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with a regulator. In August 2011, 
the Competition Commission of 
India (CCI) fined DLF 1630 crore on 
charges of abusing its dominant 
market position. DLF got a stay order 
from the competition tribunal 
against that order. 

In March this year, Canadian 
firm Veritas Investment Research 
released a scathing report on DLF, 
claiming that its accounting policies 





was owned by the Singh family. 

In June 2007, DLF came out with 
a 110,500-crore initial public offer 
(IPO), which made K.P. Singh the 
world's richest real estate baron. 
Soon after that, investors lost inter- 
est in the company. Within a vear of 
listing, the stock price fell below the 
issue price of 1525 a share, and 
never reached that level again. Since 
the IPO, the stock price has declined 


DLF, Vadra versions don t match 





Paid Sky Light Hospitality 50 
crore by October 2009 for 
purchase of Manesar land 


No basis for Kejriwal’s claim 
that it sold seven Magnolias 
apartments for just 15.2 crore 


Sold an apartment in Aralias 
development to Sky Light Realty 
in Sep 2008 for 111.9 crore 


WHAT 
VADRA'S 
FINANCIAL 
STATEMENTS 
SAY 


Amount recorded as 
advance from DLF, 
not as sale proceeds 


Sky Light Realty's 
Md sheet records 
it as 15.2 crore 


Sky "p Realty's 
2010/11 balance sheet 
shows fixed assets at 
Aralias at 10.4 crore 





were "conflicting" and aggressive. 
The report said that "we do not 
believe the disclosed book equity and 
asset base. We believe that via its 
dealings with DAL, from financial 
year 2006/07 to financial year 
2010/11, the company inflated sales 
by at least 111,236 crore and its 
profit before tax by 137,233 crore." 
DAL refers to DLF Assets Ltd, which 
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62 per cent, compared with a 41 per 
cent gain in the BSE Sensex. 

The trouble at DLF began in 
2009, when the company decided to 
merge DAL with itself. DAL was buy- 
ing commercial property from DLF 
and collecting lease rentals from 
those properties. DAL was floated 
with the intention of listing it on the 
Singapore Real Estate Investment 


www.businesstoday.in/dlf-vadra 





Trust (REIT) market. But that didn't 
happen. as the property market 
crashed globally. DLF later bought 
DAL at a much higher valuation. 

K.P. Singh is known in the in- 
dustry for his strong business acu- 
men. When he first set his sights on 
Gurgaon in 1979, he had the colos- 
sal task of acquiring huge amounts 
of contiguous land. Besides, he had 
to deal with dozens of outdated and 
illogical laws. 

"When I set out to buy land in 
this area, I was firm that we would 
not take the farmers for a ride," he 
writes in his autobiography titled 
Whatever the Odds: The Incredible 
Story Behind DLF. "The acquisition 
meant dealing with 700-odd families 
each with five to six members." He 
went on to say that it was difficult to 
persuade the Ahir community, 
which owned most of the land, to sell 
it, as "there was absolutely no 
culture in the community of selling 
land”, 

Singh adds: “We told them we 
wanted land for developing a city 
and asked them to invest the money 
in DLF and become partners with us. 
There were times when we bought 
land, handed over the monev and 
then got them to give it back to us as 
investment on the same day. We 
offered them an interest of 12 per 
cent which was substantial money 
for them and higher than what 
banks were offering." 


imes are tough again for 
DLF. Operations are lack- 
lustre, and the need to 
service debt is making 
things harder. The companv's strat- 
egy for getting out of the fix it finds 
itself in is to sell some non-core as- 
sets. In June this vear, it divested its 
stake in subsidiary Adone Hotels and 
Hospitality for 3567 crore. This was 
followed by the sale of 17.5 acres of 
National Textile Corporation (NTC) 
mill land in Mumbai for some 
12.700 crore to Lodha Developers. 
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There are more sell-offs in the 
offing, such as luxury hotel chain 
Aman Resorts, and windmill units in 
Gujarat, Karnataka, Rajasthan and 
Tamil Nadu. 


t's not just the tough economic 
environment that has brought 
things to this pass. Real estate 
is a business with close 
business-politician links and DLF 
has been in the spotlight for the 
wrong reasons. In 2005, DLF 
bought the NTC land in an auction 
for 3702 crore. "At an FSI of 1.33, 
DLF paid too high a price." says an 
industry expert who does not want 
to be identified. "It was difficult for 
DLF to develop this land and sell it 
profitably." FSI (floor space index) 
refers to the buildable area on a plot 
of land. An FSI of three means that 
the total floor area of a building can 
be three times the gross area of the 
plot on which it is constructed. 

About five years later, says the 
expert, the Maharashtra govern- 
ment controversially raised the FSI to 
four, Of the roughly 70 builders who 
submitted their proposals, just six or 
seven got final approvals. That DLF 
was one of them, says the expert, 
speaks volumes of its influence. 

In the case of Aman Resorts, DLE 
has been scouting for a buyer for 
more than two years, but has been 
unable to get the expected price for 
the property. 

DLF decided to go beyond its core 
markets of Delhi and the National 
Capital Region (NCR), and Chennai 


in the last financial year. Out of 


1 3.55 million square feet (msf) sales 
bookings last vear, some 5 msf were 
in Lucknow, Hyderabad and New 
Chandigarh. "The idea was to get a 
sense of other markets." says 
Sandipan Pal. analyst at Motilal 
Oswal Securities. 
these were plotted projects, so the 
turnaround time was faster." As a 
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Flat revenues at 
DLF mean... 
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result, DLF's average realisation price 
per square foot tanked from 36,500 
per square feet to 73,900 per square 
feet — a drop of 40 per cent. 

This year, the company has 
adopted a back-to-core strategy, 
focusing heavily on the Delhi-NCR. 
Bangalore and Chennai markets. 
DLF is expected to sell around 
12 msf this financial year, and a 
significant part will be in the 
Gurgaon region, including the high- 
end Magnolias II project. 

Pankaj Kapoor. Managing 
Director at Liases Foras. a research 
and ratings agency, says the 
Gurgaon property market is driven 
by investors. "It is speculative in 
nature," he says. "More than 80 per 
cent of buying is from investors. DLF 
can sell more, but there has to be 
appetite for it." 

On the commercial front, the 
situation is even grimmer. More 
than 17 per cent of DLF's revenues 
come from rental income from com- 
mercial and retail spaces, which are 
over 22 msf. Over the past 15 
months, the office leasing business 
has not performed well. Compared to 
4.38 msfin 2010/11. DLF added just 
1.7 msf in the past 15 months to its 
leasing portfolio, largely due to can- 
cellations by corporate clients. DLF's 
clients include IT and multinational 
companies. 

Maheshwari of Jones Lang 
LaSalle thinks that despite all odds, 
DLF still enjoys strong brand equity 
in the market. "They haven't vet 
defaulted on a single interest pay- 
ment which reinforces investors' 
confidence," he says. "It's only a 
matter of time before DLF gets back 
in shape." 

With the spotlight on the DLF- 
Vadra link, the passage of time may 
just add to challenges that DLF has 
to face. Ф 


Send your comments to editor.bt@intoday.com 
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India’s first Six Senses Spa awaits you 
at Jaypee Greens Golf & Spa Resort. 
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Surrender your body and mind to a top-to-toe holistic spa experience at the recently opened Six Senses Spa 
at Jaypee Greens Golf & Spa Resort, Greater Noida. From the moment you step In, the awe inspit 
ambience spread over 90,000 square feet fills your senses with pure bliss and unbound luxury, Decked up э 
tastefully manicured courtyards, relaxation areas along with exotic treatments & therapies, мх Senses > 


is your way to absolute rejuvenation like never before. 


Six Senses Spas is present in Thailand, Maldives and Vietnam to name a few. 


à Surajpur Kasna Road, Greater Noida 201306 (U.P), India, 
J AYPEE GREEN 5 t +91-120-6743000, 2339900, c: ге$зсгуапопв.]ррт@ауресеһоге! 


GOLF & SPA RESORT www.jaypeehotels.com | www.sixsenses.com 
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МІТ Business School combines the 
power of knowledge and experience in 
a stimulating, hands-on environment to 
not only help you secure a job, but also 
excel in it. 


The full-service management school 
imparts practical training in 
specialisations that cover a wide range 
of industries. Here, you can apply your 
knowledge and experience the 
excitement of learning on the job with 
out-bound training programmes, 
understand the pulse of markets by 
interacting with them on a regular basis 
and feel the buzz of the corporate world 
by working in companies through 
summer placements. You can further 
enhance your management skills 
through engaging co-curricular 
activities and simulation modules. 


With VIT Business School's innovative 
and career-oriented learning methods, 
you can gain the necessary expertise 
that will give you the confidence to 
secure a bright future for yourself. With 
international partnerships and joint 
degree programmes, you will also have 
the opportunity to earn a second 
advanced degree from USA or UK after 
you graduate. 
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With tax collections likely to fall short of targets, disinvestment receipts will be 
key to keeping the government's fiscal deficit under control. 
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n October 8, Finance Minister 
P. Chidambaram under- 
scored the government's 
commitment to meeting the 
target of raising 330,000 
crore in 201 2/1 3 through stake sales 
in state-run companies. "We have 
lined up all disinvestment cases for 
the next six months," he said at the 
Economic Editors’ Conference in New 
Delhi. But he added a caveat. "There 
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By SHWETA PUNJ 


is a time table, but this could change 
depending on market conditions." 
This was not the first time the 
government had laid emphasis on 
meeting the disinvestment target. On 
September 14, the day the govern- 
ment allowed foreign direct invest- 
ment in multi-brand retail. the cabi- 
net also cleared stake sales in Oil 
India, National Aluminium 
Company. Hindustan Copper. and 
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trading firm MMTC. The cabinet had 
previously cleared stake sales in Steel 
Authority of India Ltd and Rashtriya 
Ispat Nigam Ltd (RINL). 

There are two main reasons why 


* 


the government is keen on disinvest- 





ability 
and willingness to push through re- 
forms. Two, the money raised from 
take sales will help to keep the fiscal 
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deficit under control. The govern- 
ment had set the fiscal deficit target 
at 5.1 per cent of gross domestic 
product for the year ending March, 
2013. Policy watchers and econo- 
mists, however, say that meeting the 
aim would be difficult. The finance 
ministry now hopes to contain the 
deficit at 5.3 per cent. Meanwhile, 
the Vijay Kelkar committee on fiscal 
consolidation, appointed by 
Chidambaram, has said in its recent 
report that the gap may widen to 6.1 
per cent if “immediate mid-year cor- 
rective actions are not taken”. 

The government had set its fiscal 
deficit target assuming that the econ- 
omy would grow 7.5 per cent this 
fiscal vear. But the economy is now 
widely expected to expand between 
five and six per cent only, raising the 
possibility of the government missing 
other revenue-earning goals. Direct- 
tax revenue for the April-to- 
September period grew just 5.9 per 


cent, less than the budget estimate of 


about 15 per cent for the full vear. 
Indirect tax collections, targeted to 
rise 27 per cent this fiscal vear, have 
also been slower than expected in the 
six months through September. 

The government has indicated it 
wants to control spending and meet 
its non-tax revenue goals. It has kept 
the market borrowing aim for the 
October to March period unchanged 
at 32 trillion (one trillion is 100,000 
crore). Besides disinvestment, the 
other major non-tax revenue source 
is telecom spectrum auctions. The 
government aims to raise about 
140,000 crore via auctions. 

The recent increase in diesel 
prices and the decision to impose a 
limit on the number of subsidised 
cooking-gas cylinders per consumer 
will help lower subsidies and, as a 
result, government spending. But 
economists say this is not enough. 
"The government acted very late in 
cutting subsidies. The outgo on sub- 
sidies will cross the budget esti- 
mates," says M. Govinda Rao, mem- 
ber of the Prime Minister's Economic 
Advisory Council. 
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"We have lined up 
all disinvestment 
cases for the 
next six months" 


P. Chidamabaram, 


Finance Minister 


"They (UPA) are 
prisoners of their 
own shouting... 
The deficit is a 
big black hole" 


Arun Shourie, 


Leader, BJP 


The Kelkar Committee report 
says the government should also sell 
its minority stakes in companies 
such as Hindustan Zinc and Bharat 
Aluminium where it has already sold 
its majority holding. "There is practi- 
cally no economic or strategic ration- 
ale for holding on to these minority 
shareholdings in companies which 
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are essentially privately owned," it 
says. N. R. Bhanumurthy, Professor, 
National Institute of Public Finance 
and Policy, says stake sales in these 
alone could take care of a large 
chunk of the divestment target. 

Arun Shourie, who led an ag- 
gressive disinvestment programme 
as minister in the Bharatiya Janata 
"arty-led National Democratic 
Alliance government, is not im- 
pressed by the likelihood of minority 
shares being divested. Discussing the 
government's policy of not selling 
majority stakes in companies that 
could further incentivise investors, 
he says: "They (the ruling United 
Progressive Alliance) are prisoners 
of their own shouting, The aim is to 
sell minority stakes and fund the fis- 
cal deficit. The deficit is a big black 
hole. The process does nothing to 
change the character of the com- 
pany." He adds that there is never a 
right or wrong time to sell shares. 
“The public will respond if it feels 
this is part of a larger reform proc- 
ess," he says. 

Will the government achieve its 
target? The task is challenging. The 
share auction of Oil and Natural Gas 
Corporation (ONGC) early this vear, 
received a poor response. Life 
Insurance Corporation reportedly 
bailed out ONGC by buving 88 per 
cent of the stake offered. On October 
9, the initial public offering of КІМІ. 
was deferred due to pricing concerns 
voiced by the steel ministry. 

The government has failed to 
meet the target of mobilising 
140,000 crore per year from stake 
sales in the two previous financial 
years. So far this year it has raised 
just 1125 crore, through a stake sale 
in National Buildings Construction 
Corporation. The Kelkar Committee 
cautions that. if no policy interven- 
tions are made, disinvestment re- 
ceipts will be around 110,000 crore 
only this fiscal vear. That leaves little 
choice but to get the disinvestment 
strategy right. 
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Preventing Armageddon 





the Gallup World Poll, which survevs 
over 140 countries is: what people 
everywhere want is a good job. If all 


the angry young men vou see on the streets of 


West Asia and elsewhere had fulfilling jobs, 
would they be rioting? 

The root cause of this unrest is not religion, 
as many assume about the West Asia situation, 
or the various other reasons bandied about. It is 
hopeless unemployment, exacerbated by ex- 
treme governmental and societal corruption. 

What does all of this mean for India? 
According to Gallup's poll. the country's ‘job- 
based hopelessness' has nearly tripled since 
2007. Unless this is turned around, India could 
be the next big country to experience serious 
instability and chaos. 

The two states of mind that are most deadly 
lor societies are: one, citizens out of work believe 
they will never find a job; two, those who have 


India's job-based hopelessness' has nearly 
tripled since 2007. Unless this is turned 
around, India could be the next big country 
to experience serious instability and chaos 


jobs are still miserable. Combine these with cor- 
ruption and cronyism, and you get societal 
suflering that breeds chaos. 

Most alarming for India, though. is not the 
current state of its society but the direction in 
which it is headed. Gallup's quarterly tracking 
numbers show: 

e The percentage of Indians at work who feel 
'actively disengaged' stands at 33, up from the 
last quarter's 32. Of these, 35 per cent report 
being in a state of ‘suffering’. 

e The percentage of Indians who believe the 
government is corrupt has jumped from 7 3 to 
84. The percentage who believe that businesses 
are corrupt has jumped from 67 to 81. 

e l'orty-two per cent of the total adult popula- 
tion feel their community is a "bad place to start 
a business". And 64 per cent think the govern- 
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ne of the most significant findings of 


ment makes it hard to start a business in India 
— up from 46 per cent last quarter. 

e Indians are losing confidence that working 
hard can make them successful — the figure is 
down from 77 per cent in the last quarter to 63 
per cent this quarter. 

e Indians are increasingly dissatisfied with the 
level of personal freedom they have to choose 
what they do with their lives — a record-high 39 
per cent are dissatisfied. 

e Most troubling of all: over the past five years, 
the percentage of Indians reporting ‘suffering’ 
has risen from seven per cent to 19 per cent. 

Just 10 vears ago, Western executives re- 
turning from trips to India and China would say: 
“I think the one to watch is India, not China.” 
They couldn't have been more wrong. China 
has routed India. The primary reason is that 
Indian leaders are not transforming their busi- 
ness culture to one driven by meritocracy, 
where people feel fulfilled. 

My recommendation: Indian leaders should 
change all of their metrics. They should stop 
placing emphasis on GDP, interest rates, and 
inaccurate unemployment data. They should 
move to new metrics of behavioural economics 
— to states of mind versus simple transaction 
data. These metrics are: 

„= percentage of good jobs 

= percentage of engaged and actively 
disengaged workers 

= perceptions of government and business 
corruption 

= belief that working hard will get vou ahead 

» perception that "India is a good place to 
start a business" 

= percentage of those saying they are 
dissatisfied with their personal freedom 

== percentage of those who rate their lives 
so poorly they are considered ‘suffering’ 

Ask about every decision taken, "What does 
this have to do with driving the above 
demands?” Aim all strategies at these markers. 

Do this.and India will prevent its own eco- 
nomic and societal meltdown. Ф 

Jim Clifton is Chairman and CEO, Gallup, and 
author of The Coming Jobs War 
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A NEW CHAMPION 
















1 tons the rankings 
Interview: N. Chandrasekaran 
The reigning champion has been dethroned. For the last nine 
years, Reliance Industries Ltd (RIL) had topped the annual BT 500 (ЕЕ THE PERCH 
ranking of India's most valuable companies. But in 2012, as we | 
reached the end of our exhaustive analysis of listed Indian RIL loses No. 1 spol 
companies to decide which were the most valuable and in what 
order, we found a new winner had emerged. The star of the new ALL FALL DOWN 
economy in India, software behemoth Tata Consultancy Services, Why some companies (61 
beat RIL, though by a whisker. 
Does this herald the start of a new kind of rivalry between these TOP (iF THE HEAP 
two giants? Already RIL has been signalling its intention to win н 
back its lost throne. Our ranking is decided on the basis of average Numbers sliced and diced 
market capitalization for the first half of each financial year pn 
Between April and September, RIL did fall behind TCS. But in the A SLIDE üF THE : R a 
second half it has come roaring back and is currently firmly in the Why Indian firms ape acing ШШЕ 
lead on the daily market capitalisation league table. 
In the package of exciting stories that follows, we provide a detailed 3 — 
account of TCS's climb to the top (A New Champion) as well as of | FAS’ EST OF | Н Im LL 
what went wrong at RIL and how it is working to regain lost The race among conglomerates 





ground (Off the Perch). (See the sidebar for page numbers.) 
Another report analyses India's 10 biggest conglomerates, and the 
pace at which they are growing. Who do you think is growing the 
fastest? You will find the answer in Fastest of Them All, 
Indian firms have been snapping up companies abroad in the past 
decade. With help from global accounting and audit firm Grant 
Thornton we have listed the 10 companies that have been the 
most globally acquisitive even after the downturn began in 2008. 
(A Slice of World Action) While we celebrate the high-rankers' 
success, we also take stock of the companies which fell behind in 
the ranking compared to last year and analyse why they did so. 
(All Fall Down). 
Labour unrest has taken a particularly violent turn in recent years. Top 500 
Read Why Are They So Angry? which discusses the reasons. 
There is all this and more. It is now time for you to turn the page. 





~ SUMAN LAYAK Next 500 
Data: JYOTINDRA DUBEY and NITI KIRAN 
Business Today Research Bureau Alphabetical index 


" > 6 T 8 9 10 
COAL INDIA ITC INFOSYS SBI HDFC BANK NTPC BHARTI AIRTEL 
2,18,033.6 1,95,241.5 1,38,910.1 1,38,451.3 1,31,922.5 1,31,766. 1 Om. » 











November 1} 2012 BUSINESS TODAY 81 





GOUTAM DAS 


еы pert ere aes цу 








atarajan Chandra- 
sekaran, 49, CEO and 
Managing Director of 
Tata Consultancy 
Services (TCS) wakes 
up at 4 am every day to go for a run. 
He has been a marathon runner since 
2007. “Well-being is fundamental. 
Unless you are both physically and 
mentally well, you cannot look after 
your family,” he says. “And if you 
cannot do either of these. you cannot 
look after the company.” 

And by the looks of it, 
Chandrasekaran seems to be doing all 
right. Under his watch, TCS has, for 
the first time, emerged the top 
company in the BT 500 list, pushing 
Reliance Industries Ltd (RIL) to 
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Tata Consultancy Services 


second place. It is the first private 
sector company to pip RIL — which 
has repeatedly bagged the No. 1 spot 
in previous years ~ in a decade. 

Not long ago. many investors 
believed that even within the 
information technology sector, rival 
Infosys had the brighter future. 
Though TCS was always ahead in 
terms of revenue, Infosys enjoyed the 
more attractive profile. Today, not 
only is the situation reversed, TCS is 
the biggest company in the country 
in terms of market capitalization, 
measured as the average between 
April 1 and September 30. With the 
successful launch of its initial public 
offering in 2004. it has proved a 
champion long distance runner. 

While the two successive 
downturns of 2008 and 2011 in the 





US and Europe — from which Indian 
IT companies earn the bulk of their 
revenues — ravaged rivals like Infosys 
and Wipro, TCS has held its ground. 
The TCS scrip, at 3526.80 on January 
1, 2008 (adjusted for a 1:1 bonus 
issue in June 2009) gained 147.7 per 
cent since then to 131305.20 on 
October 18, 2012. 

Since Chandrasekaran took over 
as CEO in 2009, TCS has more than 
doubled its revenue lead over Infosys. 
The latter was always known for the 
high profit margin it kept on 
contracts, but in recent vears TCS has 
bridged that gap as well. 

Founded in 1968 as a small IT 
division of Tata Sons, the main 
holding company of the Tata Group, 
TCS, then headed by F.C. Kohli. 
quickly acquired an enviable 
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reputation. It was incorporated as a 
separate entity in 1995, and led by S. 
Ramadorai, its first CEO, grew at a 
furious pace. Revenues rose from 
$160 million in 1996 when 
Ramadorai took over to $6 billion by 
the time he retired in 2009. Under 
Chandrasekaran since then, TCS's 
revenues have grown to over $10 
billion. And though the Tata 
conglomerate operates around 100 

companies, TCS contributes about a 
third of its net profit, apart from 
generating significant wealth for the 
group in terms of market 
capitalization. (Tata Sons owns 74 
per cent of TCS.) 

So what is Chandrasekaran's 
magic formula for success? In the 
three years since he stepped into 
Ramadorai's shoes, he has re- 
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energised the company. say market 


analysts. “The energy levels of the top 
50 executives at TCS are very high." 
says Sudin Apte, CEO of outsourcing 
advisory firm, Offshore ш 
"Their top clients say TCS's ability to 
look into the future invest 
proactively makes them happy." 
Chandrasekaran has rejigged 
positions within the organisation 
without causing much disruption, 
hired executives from competing 
firms to head important accounts, 
revamped TCS's marketing. chased 
deals aggressively and made TCS 
focus obsessively on customer needs. 
In a discussion in his artefacts- 
laden room at TCS's headquarters in 
Mumbai, —— he refuses to be 
drawn into any comparisons with 
Ramadorai. “You do diflerent things 
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at different times.” he say 
is the result of an eqt idi on. 
equation has a lot of variables." 

What are these? "The таги 
you have to drive and locus on ever: 
day are relevancy to the customer, 
assembling the team and giving it the 
opportunity,” he says. “I think what 
we have achieved is due io à 
combination of the organisation s 
structure and the right mindset. The 
organisational structure has been 
built to drive empowerment. agility. 
nimbleness and create aspiration 
within the team." 

Global food and be 
behemoth PepsiCo ou — es 
deal of its IT — tà 
Cognizant and TCS. Though 
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Under 
$. Ramadorai, TCS 
grew at a furious 
pace, its revenue 


Technology Officer (CTO), PepsiCo, 
TCS does more of the innovative and 
emerging technology work for the 
company. “TCS does analytics, 
difficult specialty applications such as 
transportation optimisation systems, " 
she says. "We have only recently 
started working with them but they 
are very impressive." Credit rating 
agency Moody's Corporation has TCS 
managing some of its maintenance 
work. "I have worked with other 
Indian vendors, but TCS brings in a lot 
of depth of talent," says Brian Clark, 
CTO, Moody's. 

So too Ankur Rudra, analyst at 
investment group Ambit Capital, 
who, in January 2011, was the first 
to downgrade the Infosys stock, 
remains gung ho on TCS. “The 
company has got three things right,” 
he says. “It focused on infrastructure 
management much earlier than its 
peers, and that is the fastest growing 
service line in the industry. Next, it 
has been able to maintain a much 
leaner cost structure than its rivals 
such as Wipro and Infosys. That has 
helped it maintain profitability despite 
getting into low billing contracts in 
emerging markets or running 
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This year TCS's average 
mean surpassed RILS 
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infrastructure systems. Third, it has 
been aggressive in investing in new 
growth geographies such as Latin 
America and parts of the Asia Pacific 
and Europe. These are paying 
dividends now." 

It is primarily the leaner cost 
structure that has enabled it to lately 
bridge the margin deficit with Infosys. 
Were its lower margins in earlier 
years the result of charging too little 
to attract more business? Chief 
Financial Officer S. Mahalingam 
denies this emphatically. "Our lower 
margins earlier were a result of two 
factors — the cost of serving customers 
[more onsite work] and higher 
selling. general and administrative 
expenses," he says. "Both these have 
been looked at." 

Between April 2009 and June 
2010, TCS improved its operating 
margin by 4.1 percentage points. 
Mahalingam explains the changed 
approach. "In the growing years, if 
there was a potential of getting $1 
million in revenue from an onsite 
location, we would set up an office 
there," he says. "The location may 
not have had more than one 
customer. At one point we said, what 
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the hell are we doing? Instead of 
opening offices everywhere, we 
ensured people communicated 
with clients in different forms, 
including travel to the concerned 
locations.” 

But some forms of aggressive 
pricing remain part of TCS's 
strategy. While structuring deals. 
it offers clients payment flexibility 
of a kind the likes of Infosys do not. 
For instance, clients are often 
given the leeway to pay over 
longer durations. which helps in 
attracting business during difficult 


WIDENING GAP 


Іп three years TCS has more than 
doubled its revenue lead over 


Pival Infosys 


22,620 


2008/07 2007/08 2008/08 


Figures in 1 crore 


situations like the present one. 
Despite the downturn, TCS's clients 
providing business of over $50 
million and $100 million annually 
have doubled in the last two years. 
to 46 and 14 respectively. The 
company’s accounts with some of 
its biggest customers such as СЕ, 
Citibank, Home Depot and 
JPMorgan Chase have significantly 
increased, market watchers say. 
Will TCS be able to sustain its 
No. lposition: There are indeed 
challenges ahead. In coming years 
it is likely to face more competition 
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from multinationals. which are 
becoming experts at replicating 
the low cost Indian IT model. 
There may be more pressure on 
margins because of higher onsite 
hiring, as some advanced markets 
resort to protectionism. Business 
from telecom and banking 
customers is likely to remain under 
pressure because of smaller IT 
budgets. The rupee appreciation 
against the dollar, lately begun, is 
another worry. Over the next few 
months, the IT sector could 
underperform the broader market. 


37,325 





2010/11 2011/12 
Source: BT Research 
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"Гат not a fortune teller and 
nobody can predict the market,” 
says Chandrasekaran. But he 
remains an optimist. “What I do 
know is that this is an industry 
with phenomenal opportunities 
because of the rise of new 
technologies, the growing 
complexities, and the need for 
companies to take help from 
partners to adapt and take 
advantage of what the 
technologies have to offer." Looks 
like the TCS CEO intends running 
even harder. Ф 





E Analysts and customers have 


in 13 years. Hew was Sper aggres | 
sive: I don't think anyone should say © 
-. the company was not aggressive be- v 
| fore. um 
: When! took over, I felt we з needed es 
г to take some steps, and the company | 

was of a different scale. Today, we 
m have 2 50, ООО: people. How you man- 
| agea company comprising 10,000 
- people is different from the way you 
до it when employees number. 
2 50,000 and 100,000. If you ask me: 
. Will you be a 350,000 people com- 

.pany one day. I will say yes, we will 
< Бе. If you ask me how we will manage 
. the company then, I don't know. But 
we will constantly look at ourselves. 













| ately been аршы i is evi- - 
dent in the demeanour of its 
CEO and. Managing Director,N. 


. CHANDRASEKARAN. He is im- 


mensely restrained, speaking softly in 
a tone that hardly varies. Yet Chandra, 


as he is commonly referred to in his 


company, knows how to make a point 
when he needs to. He met GOUTAM 
DAS and SUMAN LAYAK in his office at 


TCS's headquarters in Mumbai. Edited 


excerpts from the interview: 






dur focus] is how to be very customer 
ven. V tinue to look at 
' base and at how to tap 














Combination of belief, right teams 
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| Video interview of TCS CEO and interview w 
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and working with them has worked 


What are the most important 
decisions you've taken as CEO? 

There are four or five themes. The 
organisational structure has been 
built to drive empowerment, agility 
and nimbleness. Letting people aspire 
and not putting some artificial goals 
before them. I think it is a combina- 
tion of the structure and the mindset. 
Create an aspiration within the team 
of high growth and customer centric- 
ity. Then come the investments we 
make as a company ahead of the 
curve, whether it is in cloud, mobility 
or analytics. 


In the last three years, TCS has 
increased the revenue gap with 
its nearest rival and bridged the 
margin gap at the same time. 
How was this achieved? 

The first and foremost thing is to have 
belief, which I think I have been ef- 
fectively able to communicate. And 
we as a team have been collectively 
able to take up the challenge. The 
combination of belief, the right man- 
agement teams in each unit, and 
working with them — as opposed to 
setting an artificial goal such as we 
will grow at the rate at X per cent — 
has worked. It is a process and that is 
what we have driven. The results 
come on their own. 


What about changes on the 
sales side? 

Once you have the mindset and the 
goal alignment, yes, there is a change 
in the value proposition. You partner 
with clients. Somebody is driving ef- 
ficiency, others growth and innova- 
tion. We have a complete innovation 
ecosystem. There is a culture of in- 
novation, there are innovation labs 





for every industry we work with, we 
have set up a collaboration centre for 
customers on the West Coast (of the 


US). How do we bring the power of 


technology to the customer: It is not 
about selling a menu card. It is about 
finding the solution to the customer's 
problem using the technology. That 
results in business. 


The IT industry has two models 
- the high value services model 
that one of your rivals prac- 
tises, and the commoditised 
model. In the current environ- 


ment, does the high value serv- 
ices model have a future: 

This is a misnomer. We do what 
takes to make the client successful 
We do a number of high value en 
gagements. We also do а numbei 
engagements where the custome 
(only) needs us to maintain the infi 
structure. | don't understand what! 
high-value and what is low-valut 
think the customer needs both and 
we provide full services. We do coi 
sulting, innovate for the custome: 
co-create. To me high-va 


"What is important 
for the customer 
is important to 

me and not some 
classical definition 
of high value" 


about that. What is important (ог the 
customer is important to me and! 
some classical, bookish definition 
high value. 


Can you give us some examples 
of how vou partner clients: 


I will not give client situations. But 
there are many. Our customers tell u 
that one thing with TCS is that it does 
not act differently at good times anc 
at bad times. We work the same way 


It is a culture. Yes, some 
could have negotiated harde 
believe the ultimate обје 


ivember 11] 








ensure the customer is successful. 
We work towards that. 


Has the fact that many of your 
senior executives are now 
younger than before made a 
difference? 

I will not get into age, gender and 
diversity. I would rather get into 
performance, energy, drive, agility, 
relevancy, innovation. We have to 
think about these every day. All of 
these matter. And we promote health 
and wellness. It is not just sponsoring 
marathons. We have internal cam- 
paigns to keep people fit. It is impor- 
tant, well-being is fundamental. 


Run us through your lifetime 
at TCS and how you saw the 
organisation evolve. 

TCS has had an incredible run. I 
came into this company in 1986 to 
do a college project and eventually 
joined the company in early 1987. 
We were less than 1.000 people. The 
next year, revenues were in the re- 
gion of 327 crore. The company grew 
to $150-160 million in 1996 and $1 
billion in 2003 and then to where it 
is today. It moved from pure technol- 
ogy services to domain-related en- 
gagements as well as engagements 
that require complexity manage- 
ment in terms of schedule, project 
management, etc. The company had 
a culture of venturing into new areas 
and has always gone into different 
industries and markets. 

When I began I was here in 
Mumbai for a year and a half. Then 
in early 1988, I went to the US. For 
the next 10 years. I lived in different 
parts of the world and did three to 
four major assignments. I grew from 
being a technology guy to a pro- 
gramme manager to managing cli- 
ents, working with clients and being 
a partner to them. I have enjoyed it 
because it has given me an opportu- 
nity to understand the business and 
the industry, understand the chal- 
lenge from a customer perspective. 

І came back to India in early 


$8 BUSINESS TODAY November 11 2012 


О Interview | N. Chandrasekaran 
D wt" A 


1997 and joined Mr Ramadorai. I 
have worked very closely with Ram, 
and got a lot of mentoring from him. 
Then I moved on to take delivery in 
one region and then global delivery. 


Then I became responsible for a lot of 


strategic initiatives in the company, 
evolved the concept of global delivery 





“If you follow your 
work, rewards 
will come. How 
you do your work 
is more important 
than what you do" 


and ventured out — set up centres in 
Eastern Europe, Latin America, 
China and other parts of the world. | 
focused on building up e-business 
when the concept first came in 
1999-2000, creating a model of how 
to enter a new business and how to 
scale it. Then I started to run sales 





and delivery around 2003, then took 
over as chief operating officer in 
2007 and became CEO in 2009. 


When was it evident to vou 
that you were in the reckoning 
for the CEO's role? 

I am a person who genuinely tries to 
enjoy what I do every day. This is not 
to say that I don't think about the 
future. But I don't take the future in 
isolation in terms of a title or a role. It 
was not that I was putting up a goal 
that this year I should be a vice pres- 
ident and this year I should be some- 
thing else. I have always believed 
that if you follow the work, rewards 
will come. How you do your work is 
more important than what you do. 
There are many things that need to 
be done in a company. Sometimes 
you are assigned what people think 
is sexy and sometimes you are as- 
signed what people may not think is 
sexy. How you do it makes the differ- 
ence. 


How important is TCS to the 
Tata group? 

Every company is important to the 
group. (Pause) The group has a his- 
tory of more than 140 years. It has 
entered into varied businesses and 
many of these businesses go through 
cycles. Sometimes businesses have a 
good year, sometimes they do not. It 
depends on the economy, the mar- 
ket, the demand. 

Each business is different. The 
beauty of the group is that it has 
such a diversity of businesses. It has 
the ability to keep these businesses 
functioning, each with an independ- 
ent board and each doing the right 
thing for that business, but bound by 
a common set of principles of value, 
integrity and quality. In that context, 
all the businesses are important. 
Some of the top businesses are large. 
I don't think you can isolate saying 
this particular business is more im- 
portant. You should see it on a time 
horizon and not at a particular point 
in time. € 
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fter monopolising the 
top spot in the BT 500 
ranking for nine years, 
Mukesh Ambani's 
Reliance Industries Ltd 
(RIL) had to make way for Tata 
Consultancy Services (TCS) this year. 
RIL. famed for delivering 
phenomenal shareholder returns 
year after year, is no longer India's 
most valuable company, based on its 
average market capitalisation 


ALL FALL DOWN pes | 












between April 1 and September 30 
used in the BT 500 rankings. TCS's 
average market cap in the April- 
September period was 32.44 trillion 
versus RIL's 32.42 trillion (one trillion 
equals 100,000 crore). 

This is not surprising, given the 
challenges RIL has had to face across 
its businesses, new and old, in recent 
years. The largest business, crude 
refining, has borne the brunt of global 
competition. In petrochemicals. low 
liquefied natural gas prices have 
shrunk its margin. In oil and gas, 


exploration and production (E&P) 


www.businesstoday.in/2012bt500-ri/ 





operations have been hit by a 
fall in output and adverse | 
decisions. City gas distribution has 
run into hurdles, while the i arm 
is still in the red six vears on. 1 
is vet to take off and financial services 
arm is work in progress. 
Together, these probier 

taken a toll on RIUs bottom 
profit as a share of total in 
plunged from 13.37 per 
2007/08 to 5.79 per cent in 
2011/12. Profit has dropped ^ 
year for four straight quarters now to 
the July-September period. 

















BELOW PAR | RICS SHARE PRICE HAS PERFORMED WELL BELOW THE BSE SENSEX 


JAN 2008 


Sensex values and share prices have been re-based to 100 
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Despite its challenges, 
Mukesh Ambani's RIL still 
leads other companies 
on some parameters in 
the BT 500 listing. For 
instance, it is No. 1 in 
terms of net worth; 

No.1 in the oil and gas 
sector in terms of market 
capitalisation; No.1 in 
terms of cash reserves 


These declines have led to a sharp 
erosion in the company's value. RIL's 
share price, which closed at 11.065 
on November 26, 2009 on the 
jombay Stock Exchange (BSE), when 
it made a 1:1 bonus issue, has shed 
24.4 per cent in value and was at 
1805 on October 17 this year. The 
Sensex rose 10.4 per cent in this pe- 
riod. In an effort to shore up investor 
sentiment, the company announced 
a +10.440 crore share buyback offer 
on January 20 this year. TCS's share 
price and market capitalisation, in 
comparison, have shot up 86 per cent 
between November 2009 and now. 

Despite these setbacks, RIL's daily 
market cap has climbed back to No. 1 
in recent days. On October 17, its 
market cap was 42.6 trillion, margin- 
ally ahead of TCS's 22.5 trillion. 

The company is still ahead of oth- 
ers on a few parameters in the BT 500 
ranking. It is No. 1 in terms of net 
worth, No.1 in the oil and gas sector 
in terms of market capitalisation, and 
it has the largest cash reserves. 

The group's biggest business is 
refining crude to make products such 
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as petrol and diesel. One of the met- 
rics used to measure success in this 
business is the gross refining margin 
(GRM), which is the difference be- 
tween the price of crude oil and the 
total value of petroleum products 
derived from it. In 2007/08, RIL's re- 
fining margin was $15 per barrel. 
which was $7.4 higher than the 
benchmark Singapore GRM. In 
2011/12, RIL's margin had come 
down to $8.6 per barrel, just $0.3 
more than the benchmark. 

Analysts say the increase in the 
number of complex refineries, 
primarily in the Middle East and 
Asia, is one of the primary reasons 
for the narrowing margin. Since 
complex refineries process heavy 
crude, the demand lor it has gone 
up. driving up its price, and affecting 
RIL's profit margin. But things are 
improving. RIL's GRM was at $9.5 per 
barrel in the July-September quarter, 
and it is expected to benefit from the 
closure of some complex crude 
refineries globally. 

The petrochemicals business. 
RIL's second biggest, also saw its 


margin shrink over the last co 
years, [rom 15.5 per c« 
2009/10 to 11.1 per ce 
2011/12. A petrochemical 
can be gas-based or naphtha 
The majority of RIL's petroch 
production is naphtha-basec 
low cost of gas in the Middle E; 
the sharp decline in gas price: 
US (with access to more sh: 
reserves there) has resulted 
cost of producing ethvlen« 
naphtha being twice as high 
ducing it from gas," says Day 
Mittal, analyst with Ambit € 
in an October 3 report. Ethyle 
hydrocarbon with wide appl 
in a number of industries. 
RIL is confident of impro 
margin in the business, “We a 
fident that India will continue t 
a significant amount of grow 
this growth will push dema 
both polyester and polymers, 
us a better margin," said ; 
spokesperson in an email resp 
"The primary problems foi 
the last three to four years һал 
its E&P (exploration and prodi 
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RIL's refining margin is expected to improve following 
the closure of some global refineries 


business and its deteriorating rela- 
tionship with the government,” says 
Sudeep Anand, analyst with IDBI 
Capital Market Services. In 2011, 
RIL sold stakes in 21 oil and gas 
blocks to British Petroleum for $7.2 
billion to ramp up exploration and 
distribute gas in the country. Neither 
business is gathering steam. RIL is 
said to have scaled down its invest- 
ment in gas fields in the KG-D6 block 
by almost $3 billion to $5.92 billion. 
Recently, the RIL-BP combine relin- 
quished nine of its 21 blocks owing 
tO poor prospects. 

The KG-D6 block was originally 
projected to vield 8O million metric 
standard cubic metres per day 
(mmscmd) of gas but the current 
vield is only 22 mmscmd. RIL blames 
the tough geology for this sharp vari- 
ation. In June, Niko Resources, RIL's 
Canadian partner in the KG-D6 block, 


slashed the original estimation of 


| 1.3 trillion cubic feet (TCF) of gas 
reserves to 1.93 TCF. The Petroleum 
Ministry has refused to clear the 
budget for RIL's capital expenditure in 
KG-D6 unless the company agrees to 
an audit by the Comptroller and 
Auditor General. 
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In October, the ministrv 
cancelled licences given to Ambani's 
Reliance Gas Transportation 
Infrastructure (RGTIL) in 2007/08 to 
lay four natural gas pipelines, 
because of repeated delays. 
Relogistics Infrastructure Ltd 
(Relog), a subsidiary of RGTIL, 
received licences to lay pipelines on 
four stretches: Kakinada- 
Basudebpur-Howrah, Kakinada- 
Chennai, Chennai-Bangalore- 
Mangalore, and Chennai-Tuticorin. 
Work on these pipelines has not 
started. Relog cited uncertainty over 
availability of gas for not meeting 
the three-year timeline specified in 
the 2007 authorisation. 

Ambani does not have much to 
show in his new businesses either. In 
2006, the company earmarked an 
investment of 325,000 crore for its 
organised retail business. But so far, 
it has invested only a third of that in 
the business. The retail arm is still in 
the red, with revenues of 47,600 
crore in 2011/12, and losses pegged 
at 1390 crore. Ambani, though, ap- 
pears unperturbed. During this year’s 
annual general meeting, he said that 


RIL was looking at retail sales of 


%40,000-50,000 crore in three to 
four years. An analyst with a domes- 
tic brokerage says that apart from 
high realty costs, RIL's retail opera- 
tions also suffered because of a highly 
centralised management. "There 
were issues with RIL's management 
bandwidth in the beginning, but thev 
have addressed it.” 

RIL today has the diversity of 
businesses it did before the group 
was divided between Ambani and 
his younger brother Anil in 2005. 
However, the top management has 
not changed much. The core man- 
agement remains in the hands of 
Ambani, Manoj Modi, a senior ex- 
ecutive, and Ambani's relatives 
Nikhil and Hital Meswani, who are 
executive directors. The only other 
high-profile executives are P.M.S. 
Prasad, who heads the E&P and re- 
fining businesses, and Chief 
Financial Officer Alok Agarwal. 

While the group has earmarked 
an investment of 31 trillion for its 
various businesses in the next five 
years to double operating profit, 
Ambani's biggest bet in the coming 
vears will be telecom. He was the 
brain behind Reliance 
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ONGC Ltd 


Oil & Natural Gas Corporation Ltd 
(ONGC) was behind Coal India Ltd in 
the market capitalisation standings 
for much of the early part of this 
year. However, India's sovereign rat- 
ings downgrade affected Coal India 
more than ONGC. A comparison of 
the BT 500 numbers for ONGC in 2011 
and 2012 shows that its average 
market capitalisation dipped from 
12.38 trillion to 12.32 trillion. 
However, its profits moved up from 
118,924 crore in 2010/11 to 125,122.9 
crore in 2011/12. 


Coal India Ltd 


Н 


The world's largest coal miner had 
climbed, for a while, to the top of the 
daily market capitalisation league 
table last year. However, despite get- 
ting more coal blocks, its production 
is projected to remain flat at 435 
million tonnes. What still makes this 
company lucrative is its revenue- 
profit ratio. In financial year 2011/12, 
its revenues were 19,624.3 crore 
while profit was at 18,065.1 crore. 
Getting 114 more mines, and enjoying 
a monopoly over coal production, 
consolidates its value. 


ITC Ltd 


Н 


Despite the economic slowdown, ІТС 
Ltd's market capitalisation has con- 
tinued to increase. Often rated as a 
"defensive stock", it rose from 1.5 
trillion to 1.9 trillion. If it continues 
to advance at this pace, ITC could 
soon become the top company in the 
BT 500 list. But with the market 
showing some signs of improvement, 
the company may not find it easy to 
increase its market capitalisation by 
a similar margin next year. 
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How the Petroleum Ministry is reining in Reliance Industries 
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Communications, but had to let go 
of it as part of the split with Anil, 
Chairman of the Reliance Group 
(until recently known as the 
Reliance Anil Dhirubhai Ambani 
Group). With the brothers doing 
away with a no-compete clause in 
2010, Ambani acquired 95 per cent 
of Infotel Broadband gaining rights 
to use pan-India spectrum in the 
broadband wireless access auction, 
lor 34,800 crore. RIL is expected to 
roll out 4G (fourth generation) 
services next year with low-cost 
tablets and attractive data plans. 

IDBI's Anand agrees that telecom 
is the next big business for Reliance. 
but says it will not make a big impact 
on numbers for another three to four 
vears. Ambit's Mittal concurs. "We 
do not expect the retail and telecom 
businesses to contribute more than 
eight to ten per cent of RIL's financial 
year 2017 EBITDA,” he notes in his 
report. EBITDA is earnings before 
interest, taxes, depreciation and 
amortisation. Of the group's +1 
trillion investment in the next five 
vears, 40 per cent will be in retail 
and telecom. 

Some feel RIL may have gone too 


Е“ since $. Jaipal Reddy took 
over as the Petroleum Minister in 
January 2011, Reliance Industries Ltd 
has been finding the going tough in 
the oil and gas business. RIL 
Chairman Mukesh Ambani has faced 
an uphill struggle getting approvals 
from the government for everything 
from an increase in capital 
expenditure on the KG-D6 block to a 
hike in the price of natural gas. 
Business Today highlighted his 
challenges comprehensively in its 
March 18, 2012 cover story. 


http://businesstoday.in/mukesh-jaipal 


far into unrelated areas by buying a 
stake in the P.R.S. Oberoi-owned EIH 
Ltd, and structuring a complex deal 
between its trust and unlisted com- 
panies of the Raghav Bahl-run 
Network 18 group. Still, the 
Network 18 deal could give Ambani 
control over 1 7 news channels. And 
some much-needed content for his 
4G plans. 

As lor financial services, RIL is vet 
to prove its mettle. Its March 2011 
joint venture with DE Shaw. to offer a 
range of financial services, has not 
made much headway. 

While its challenges are many. 
RIL still has many things going for it. 
With a topline of 13.46 trillion in 
2011/12, it is the biggest Indian pri- 
vate company by revenues. Its cash 
pile of 179,159 crore is also the big- 
gest. How RIL puts those reserves to 
use among its core and new busi- 
nesses is the biggest question on in- 
vestors' minds. 

As the analyst with the domestic 
brokerage puts it: "They (investors) 
are not sure what they are buving 
into when they buy RIL shares." 
Providing the answer maybe 
Ambani's biggest challenge. Ф 
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he Reserve Bank of India 
issued guidelines in 
March this year that 
would unsettle 
specialised gold loan 
companies. The organised gold loan 
market had grown at a compound 
annual growth rate of some 45 per 
cent for the past four years. The RBI 
was particularly concerned about the 
impact of the increase in gold prices 
on the sector, and imposed a cap on 
the loan-to-value (LTV) ratio at 60 per 
cent of the pledged gold. It means that 
borrowers must pledge more gold to 
borrow the same amount. The LTV 
ratio for banks is around 80 per cent, 
so the restriction on gold loans 
resulted in borrowers shifting away 
from these in favour of banks. 
Companies such as Manappuram 
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Finance had been lending at over 65 
per cent of the value of gold, so the 
RBI rule hit them hard. In six months, 
Manappuram's assets under man- 
agement declined 12 per cent to 
110,900 crore in June 2012 dueto a 
fall in the gold stock. Its customer 
base shrank by around 100,000 to 
1.6 million. Average market capitali- 
sation for April to September 2012 
was 46.5 per cent below its level in 
the same period last year. Manapp- 
uram slipped 9 1 places on the BT 500 
to 276, down from 185 in 2011. 
Analvsts at Emkay Global 
Financial Services expect 
Manappuram's revenues to fall fur- 
ther. "Besides a higher LTV advan- 
tage, the banks charge lower interest 
rates ~ 13 per cent ~ compared to 
Manappuram, which charges around 
25 per cent," says Dhananjay Sinha. 
co-head of institutional research at 











the brokerage. Manappuraim s pro- 
moters say the regulations are not in 
the interests of the people. "Phe gov- 
ernment is trying to discourage com- 
petition,” says V.P. Nandakumar, 
Managing Director and CEO. 

The Thrissur, Kerala-based non- 


banking financial company is one of 


scores of companies on Business 
Today's declines list. These are either 
companies that slipped the most in 
the BT 500 rankings since last year, 
or those that witnessed the плахти 
erosion of market capitalisation in 
absolute terms. At the top are 
Hyderabad's SKS Microfinance. which 
fell 212 places from 277 in 2011 to 
489 in 2012, and oil and gas con- 
glomerate Reliance Industries. which 
lost 446,135 crore from its market 
value in the past year. 

Companies whose market capi- 
talisation fell in the past vear lost 


ILLUSTRATIONS BY RAJAT BARAN 


around 17.58 trillion (a trillion equals 
100,000 crore). The reasons varied, 
but the economic slowdown affected 
sectors such as infrastructure, metals 
and mining, banking and financial 
services, power, and oil and gas. 
Companies from these sectors crowd 
the list of those that lost heavily. 
Infrastructure and power was the 
most represented sector this year. 


contributing 34 names to the list of 


303 companies that declined in aver- 
age market cap (out of the top 500). 
The banking sector was next with 26 
companies, Twenty-four metals and 
mining companies also made the list. 

Analvsts say the power sector's 
performance is hemmed in by supply- 
and demand-side problems. Fourth- 
ranked Coal India, the public sector 
company whose market cap fell by 
421,562 crore in the past year, can- 
not increase production to meet rising 
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“There has been a rise in interest rate costs. | have 73,500 cr of 
short-term borrowing on the books. Interest outgo has increased” 


Sandipp К. Jhunjhunwaala, Vice Chairman & MD, REI Agro 


demand, forcing power companies to 
buy imported coal. At the start of this 
уеаг, international coal prices shot up 
to $120 per tonne, forcing power 
producers to shell out more money. 
“Those who had made bids at lower 
prices are now asking for tariff revi- 
says Chirag Shah, analyst at 
ICICI Securities. “Their calculations 
have gone haywire.” 

A case in point is Tata Power, the 
largest private sector power com- 
pany, which has asked the Central 
Electricity Regulatory Commission to 
revise tariffs for its Mundra ultra 
mega power project, which has be- 
come unviable. “On the demand side, 
there is trouble as state electricity 
boards are in a financial mess," says 
Shah. While bidding for the Mundra 
project, Tata Power, whose market 
cap fell by 35.216 crore in the past 
year, had quoted a tariff of 2.26 per 
unit for the next 25 years. But with 
higher global coal prices and other 
factors, it costs 44 to produce a unit of 
power at the plant that began opera- 
tions in January 2012. So the com- 
pany loses 11.74 per unit generated. 

Another power and infrastruc- 


sions,” 
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ture company, Gautam Adani- 
controlled Adani Enterprises Ltd (AEL) 
fell from the 19th rank in 2011 to the 
5 3rd place this year. Its average mar- 
ket cap (April to September 2012) is 
down 444,766 crore, or 65 per cent. 
The plunge is partly due to poor cash 
flows and an over-leveraged balance 
sheet. Long-term borrowing jumped 
more than 100 per cent, from 
124.252 crore in March 2011 to 
148,894 crore in March this vear. 


AEL's $2-billion acquisition of 


Australia's Abbot Point Coal 
Terminal added substantial debt 

to its books. In addition. 
the company is bor- 
rowing to double the 
capacity of its 
Mundra power 
project. An 
August 2012 re- 
port by Edelweiss 
Securities says 
AEL's biggest chal- 
lenge is the execu- 
tion risk of projects in 
the pipeline. Projects be- 
ing developed in 
Australia and elsewhere, 









Companies 
whose market 
cap fell in the 
past year lost 
a total of 
< 7.58 trillion 


the report adds, are crucial to growth. 
AEL declined to comment when con- 
tacted by Business Today. 

Srei Infrastructure Finance is 
another one that fell. It is 426th, 
down 94 ranks from last year. Vice 
Chairman Sunil Kanoria says it has 
been a challenging year because of 
sectoral sluggishness and currency 
fluctuations. “Be it power or roads, 
there's a slowdown in the sector. The 
situation is unlikely to change before 
the next 18 months." 

Srei generates revenue from infra- 
structure project finance and equip- 
ment finance. High interest 
rates have put pressure 

on interest margins, as 
the company has not 
been able to pass on 
the cost increase to 
customers. To 
make things worse, 
it recorded a 164.8 
crore forex loss on 
overseas borrowings, 
dragging the net profit 
down by 37 per cent. 
As if the power and infra- 
structure sector isn't battered 
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Declines 
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“We don t want to hide declines by merging companies... The пем 
programme will take two or three years to show results 


Rothin Bhattacharyya, Executive Vice President, HCL Infosystems 


especially public 
sector ones — have been suflering, too. 
Twenty out of 21 public sector banks 
showed a decline in average market 


enough. banks 


cap since last year, mainly due to 
high interest rates and signilicant 
exposure to the infrastructure, agri- 
culture and SME sectors, 

“The tight monetary policy 
squeezed net interest margins of most 
public sector banks by 15-20 basis 
points,” says Saday Sinha, analyst at 
Kotak Securities. “Besides, there are 
concerns about non-performing as- 
sets or bad loans arising from SME 
and agriculture lending.” 

High interest rates have plagued 
REI Agro, one of India’s largest bas- 
mati rice producers. Its net profit fell 
by around 20 per cent in 2011/12 
compared to the previous year, and it 
slipped 166 places to 460th rank as 
its average market capitalisation 
crashed 62 per cent in the past year, 
Sandipp K. Jhunjhunwaala, Vice 
Chairman and Managing Director, 


says market cap is a poor indicator of 


a company s strengths. “There has 
been a rise in interest rate cost, which 
is beyond my control,” he says. “The 
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basmati business requires huge work- 


ing capital. | have 13.500 crore of 


short-term borrowing on the books. 
The interest outgo has significantly 
increased." Basmati accounts for 
some 90 per cent REI Agro s of reve- 
nues. The rest is from power trading 
and retail. 

In 2007, the company launched 
the 6Ten retail chain. It opened some 
750) company-owned stores in just 
18 months. The promoters realised 
they had scaled up too fast, and 
switched to a Iranchise-based model. 
It now operates 600 stores. 

HCL Infosystems, once a stock 
market favourite, has seen a sharp 
fall in market value — a clear sign that 
all is not well. The company dropped 
123 notches in the rankings. 
Average market cap has fallen some 
53 per cent since last year. 

Roughly half the companv's in- 
come is from the distribution of Nokia 
handsets. The low-margin distribu- 
tion business has declined steadily 
due to the fall in the handset selling 
price. According to a report by FICCI 
and Ernst & Young. the average sell- 
ing price of handsets in India nose- 


dived from 34,100 in 2005 to an es- 
timated 32,280 in 201 1. Asa result, 
the company's revenues and net 
prolits have plunged. Revenues, 
which were 112,248 crore in 
2008/09, dropped to 110,787 crore 
in the last financial year. 

The decline of HCL Infosystems 
periodically sparks speculation that it 
may merge with HCL Technologies. 
But Rothin Bhatta-charyya, 
Executive Vice President (Marketing, 
Strategy and Corporate Develop- 
ment) says he sees no significant 
synergies. “We don't want to hide 
declines," he says. "We acknowledge 
that our numbers have declined and 
the new programme will take two or 
three years to show tangible results.” 
The company is now focusing on life- 
cycle services, multi-brand distribu- 
tion, tablets and education under a 
new programme called Aspire. 

This year's BT 500 rankings show 
that there has been an overall plunge 
in market capitalisation — there are 
more drops in market capitalisation 
(303 companies) than in rankings 
(218 companies). Recovering lost 
ground is going to be a tough task. Ф 


*7C/ 





Textiles Automobiles 


FOR 
TIME BOUND 
DELIVERY 


Just XPS It 


Xpress. Punctual. Secure. 





TCI XPS delivers what it stands for. With more 
than 50 years in the business, we know what 
EXPRESS distribution is all about. 


* Door-to-D ick d delivery. 
——! EXPRESS DISTRIBUTION SPECIALISTS 


* |3,000 delivery locations across India. 
* Real-time tracing Domestic | International 
* Seamless connectivity across Air and Surface. 
* Over 3000 committed professionals. 


A Division of Transport Corporation of India Limited 
* Deliveries to over 200 countries worldwide. 
* A pan India hub and spoke network is 


for GST distribution. Б — с) 
IATA = 


Only Express Company in India to be IATA and ISO Certified 









MowEY ¥ Assured delivery within 24 and 48 hours to 
BACK a choice of 150 locations across India — or 
GUARANTEE 


our money back!* 
э, y y “Conditions apply 


Toll Free No. 1800 2000 977 www.tcixps.com email: info@tcixps.com * TCI House, 69 Institutional Area, Sector 32. Gurgaon 122207. Ph! 





i m 






E TAKE SOLUTIONS 


TAKE Solutions Limited is a leading global business technology company with domain expertise in Life 
Sciences (LS) and Supply Chain Management (SCM). TAKE provides cost-effective and comprehensive 
solutions for enterprises across diverse sectors including pharmaceuticals, high technology, consumer 
packaged goods, oil/gas, and automotive. TAKE's SCM product suite includes distinct technology with 
embedded IP that spans enterprise mobility, trading partner collaboration, and material tracking. In the | 
LS domain, TAKE offers IP-based software and extensive Knowledge-based solutions to enable efficient 
clinical, regulatory, safety and commercialization processes. TAKE has been recognized as a leader by 
IDC's MarketScape Worldwide Life Sciences R&D IT Outsourcing for 2011. ТАКЕ global headquarters 
Is in Chennai, India; its U.S. headquarters is located in Princeton, New Jersey. TAKE has a proven track 
record as a trusted partner in delivering world-class solutions to more than 400 customers worldwide 
For more information, please visit www.takesolutions.com 





Enabling Business Efficiencies 


Uffici qualifier for the 
World porate Golf Challenger 


THE WORLD CORPORATE GOLF CHALLENGE 

The TAKE Solutions World Corporate Golf Challenge-India, is the official Indian qualifying tournament to 
select the Indian team for the World Corporate Golf Challenge World Final, which gives Indian Corporate 
teams a unique opportunity to represent their country 

www.takesolutionswcgc.com 





JURNAMENT SCHEDULE 
Hyderabad Bangalore Kolkata Mumbai Delhi 
v 20 (Sat 30 Nov-1 Di 2012 (Fri-* | Јес 2012 in 2013 (Sat-Su 6-9 гео 2С 
Boulder Hills Golf Course Eagleton Golf Village Royal Calcutta Golf Club Aamby Valley Golf Club Jaypee Greens 
Hyderabad Bangalore Kolkata Lonavala Greater Noida 
National Final World Final 
April 2013 Thailand May 2013 Scotland 


Media Partners 


Golf Digest NEW. 


TII VJ TTT За лу 










TAKE 


ж. Enabling Business Efficiencies 


WORLD 


CORPORATE 
GOLF CHALLENGE 


Presented by 





INDIAN TERRAIN 


* 


In Association with 


©ta 
Же» 
SVL 
HIRAM VENTURES LIMITE! 








ITYYA3ITT EH 
Co Sponsor Promoted by 
cy 
Emi l ra tes GolfManagement 
Official Airline www.rishinaraingolf.cor 


Entry by Invitation Only | To request an invitation 
please visit www.golfcommune.com 












TOP OF THE HEAP 


Different yardsticks, different benchmarks — and the 
companies which topped the list in each case 
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Rank Company Mcap Apr-Sep 2012 Rank К Company Mcap Apr-Sep 2012 Ran Company Mcap Apr-Sep 2012 

State Bank of India 1,38,451.3 2,44,121.3 | Tata Motors - 6977.6 

HDFC Bank 1,31,922.5 Infosys 13 8.9101 i : Bajaj Auto 46,591.7 
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Axis Bank 43, 396.5 5 
Kotak Mahindra Bank 42, 622. 4 
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Debt Be Not Proud 


Top 10 among companies which have consistently 
reduced their debt over the last five years 
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Standalone figures; debt includes borrowings and preference shares 










c Telecom 


Sectoral BT 1000 
Mcap Apr-Sep 2012 Rank Rank Company 


Bharti Airtel 





k Rank Company 


Sun Pharmaceutical 64, 353. 8 


RRXSAAARA RU ллу л клал йз GA Cho p)22 72334 uae e$ y RE EAE AT да ER EMU + 





Idea Cellular 


RRM DRM YA RATE EPI ND OA OE SER EAE VE eR REE теч у кеке EY ie 


EROS OME FARE EPH EEE ON SP ETE OEE EET MATH POE RED RE ETRE OME EMEA + 


ee ee ee ee # нуж ee ee ee ciat ile Ad 


A SLICE OF WORLD ACTION ps2 # 


(dà туз basi pe SA dua y фу ИИС ЕС 


Mcap Apr-Sep 2012 Ral 3k Rank Compar 
112,054,0 oal india 
Im MDC 


geaabAchshendaebbaásXqorefSabbivóanduk в» чүген ААИ RIT? 


FRAN AVHRR лэн тхл» Ул ERD 


мул рен нле л ee лла ул 


[dates ре л аул етут ул Ге vss PAR 


PARDEE MEME RATE ORE RDAYS LAK ETH MEE AL RV RR 4з ST ELAR ERE ААН Ө2ГАҮМ 





Ed 


On a Roll 
The 10 most profitable companies 
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Investors’ Darlings 
Top 10 among companies which consistently 
increased their RoE* over the las Ti ve years 
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Sectoral BT 1000 Sectoral BT 1000 
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M40 DLF 34,076.4 } 15 Larsen & Toubro 81,955.8 
| Oberoi Realty 8, 095.6 476 Jaiprakash Associates 15, 375. 9 
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GMR Infrastructure 9, 053. 9 
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Great Leap Top 10 among companies in which promoters' stake increased 

Upward between September 2008 and June 2012 
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Godrej Consumer Products 19, 941. 2 
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CK Birla Group 
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.. From its very inception in 1946, HIL Limited has established itself as a pioneer in the building materials industry. 
A flagship Company of the CK Birla Group of Companies, HIL Limited has a rich legacy of developing brands that have 


award-winning green building solution. Hysil: HIL Limited's ground breaking innovation in green industrial insulation 





product - all these brands testify to HIL Limited's legacy as the market leader in the building materials industry. 
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(Formerly Hyderabad Industries Limited) 
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Our Brands: 


“7 AEROCON 


On top of the world New spaces. New solutions. 
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HIL Limited, Sanathnagar, Hyderabad ~ 500 018 | Help Desk: 040-30999333 | Hyderabad: 040-30999000 | Chennat 044-3221 98535 
Bangalore: 491 98450 08589 | Mumbai: 022-27810158 | New Delhi: 011-23313476 | Kolkata: 033-32626771 | Kochi 0484-3 19110» 
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,39,598.0 Money in the Bank 


The 10 companias with the highest cash reserves 
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Financial Services Power 


Sectoral BT 1000 Sectoral BT 1000 Sectoral BT 1000 
Rank Rank Company Mcap Apr-Sep 2012 Rank Rank Company Mcap Apr-Sep 2012 Rank Rank Company Mcap Apr-Sep 2012 


Reliance Industries 2,42,496.4 1 02, 853. 4 NTPC 1,31,766.1 
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Oil & Natural Gas Corpn. 2,32,514.1 Power Grid Corpn. of India 52,082.0 
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GAIL (India) 44,398.8 LIC Housing Finance 12,846.0 NHPC 2,1359 
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зем EXCLUSIVE STORES: Bengaluru • Bhimavaram • Chennai • Coimbatore • Calicut • Cochin • Gurgaon * Hyderabad * . 
• Jhansi • Kanpur • Kannur • Kota • Lucknow • Malappuram • Mangalore • Mumbai • Nasik • Palakkad • Ка s : 
e Surat e Thalassery e Thrissur e Tirupur e Trivandrum e Vijayawada * Vizag 


SMS SC «first three letters of your city» to 54242 for store locations Join us on Е: www.scullers.com 


Also at CENTRA اننا‎ j hunda For trade and franchise enquiries contact Prabhakaran К.В. Ph. «91 9 











Global Expansion 









Companies are expanding overseas not just to enter new 


markets but also to cut the risk of doing business locally 


E. KUMAR SHARMA 


n 1959, just 12 years alter 

India achieved independence 

from British rule, industrialist 

Basant Kumar Birla set up the 

first major venture by an 
Indian company in a foreign country 
~ a textile mill in Ethiopia. Indian 
companies have come a long way 
since then. They have acquired 
foreign firms. established 





Wm, the iconic hospitality and 
E luxury-travel company 


factories and offices in dozens of 
countries, apart from exporting 
evervthing from clothes to medicines 
to autos and software services to 
every part of the globe. The most 
recent such foray that highlights the 
growing global footprint of local 
companies came on October 18, just 
a day before this magazine went to 
press. The Tata group's Indian Hotels 
Company has made a $1.86 billion 
bid to acquire Orient-Express Hotels, 





based in the British overseas territory 
of Bermuda. 

The Tata group has led the way 
among Indian companies in expand- 
ing overseas. Over the past 12 years, 
India’s biggest business house by 
revenue has made a string of acquisi- 
tions ~ Tetley Tea in the United 
Kingdom, Daewoo's truck manufac- 
turing unit in South Korea, a stake in 
a Spanish bus company. and chemi- 
cals companies in North America. 
The most high-profile deals. however, 
were the takeovers of luxury car 





BEYOND 
BORDERS 


Groups which 
struck the 
maximum number 
of overseas 
deals since april 
2008, and their 
total value 





FASTEST OF THEM ALL рав , 


brands Jaguar and Land Rover in the 
UK and the Anglo-Dutch steel maker 
Corus. The two deals now power the 
top lines of Tata Motors and Tata 
Steel. respectively. The group earned 


58 per cent of its 2011/12 revenue of 


over $100 billion from overseas. 
Reliance Industries, India's big- 
gest private-sector company by rev- 
enue and the top exporter, is another 
giant taking long strides overseas. It 
has two oil and gas blocks each in 
Yemen, Peru, Colombia, and one in 
Australia, says a spokesperson. Its 


latest passion is shale gas assets in the 
US, "Our total investment in shale 
gas now exceeds $4 billion.” he adds. 
Chairman Mukesh Ambani told 
shareholders in June Reliance was 
among the largest foreign investors 
in the US in this "new, exciting area”. 

Software companies are not far 
behind. In September. Infosys an- 
nounced the takeover of Zurich-based 
Lodestone for $350 million. Big play- 
ers such as Tata Consultancy 
Services, Infosys, Wipro and HCL 
Technologies provide soltware serv- 


www. businesstoday.in/indiainc-giobal 
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ices to many top companies in the 
United States and Europe. and earn 
most of their revenue from outside 
India. (See Ranking based on share of 
overseas revenue in gross sales on page 
86) These companies have prompted 
their global rivals to re-define busi- 
ness models and seek ways to tap into 
Indian capabilities. Pharmaceuticals 
is another sector going global. Indian 
drug makers have leveraged their 
skills to make and export generic 
drugs that cost a fraction of branded 
medicines to all corners of the world. 







Source: Grant Thornton india LLP 





"Ease Of doing business and predictable policies (in other countries) 
are important factors that prompt Indian businesses to go global 


The trend has gathered momen- 
tum in the 21st century. “Among 
emerging economies, India today has 
the second-largest number of global 
multinational corporations after 
China,” says Raveendra Chittoor, a 
professor of competitive strategy а! 
the Indian School of Business (ISB), 
Hyderabad, India, he says, has 20 to 
30 such firms while China has about 
10 more. “Overseas investments are 
flowing not only into developing 
economies, but also into developed 
ones. For expansion into developed 
countries, most Indian companies 
seem to prefer the mergers and acqui- 
sitions route,” according to his report 
on transnational Indian companies. 

In a speech in March, Reserve 
sank of India Deputy Governor H.R. 
Khan said outward foreign direct in- 
vestment jumped from $1 billion in 
2001/02 to $18.6 billion in 
2008/09. The number fell to $13.7 
billion in 2009/10 due to the global 
economic crisis but rebounded to 


Indian companies’ outward foreign 


direct investment jumped from $1 bn in 
2001/02 to $18.6 bn in 2008/09 





84 BUSINESS TODAY November 11 2012 


G.M. Rao, Chairman, GMR Group 


$16.8 billion the next vear. India was 


fifth in the world in terms of value of 


cross-border acquisition deals in 
2010, after the US, Canada, Japan 
and China, he added. citing World 
Investment Report 201 1 of the United 
Nations Conference on Trade and 
Development. "The scale of overseas 
investment by domestic companies 
has also expanded," Khan said. In 
2010, the average size of deals struck 
by Indian firms was $190 million, 
second only to those by Chinese com- 
panies, $197 million. 


Hungry for More 

Many other companies are scouting 
for global opportunities. These in- 
clude logistics company Adani 
Enterprises, telecom operator Bharti 
Airtel, auto maker Mahindra & 
Mahindra, infrastructure companv 
GMR Group. and hospital chain 
Fortis Healthcare. Adani has in- 
vested in mining and port projects in 
Australia, Bharti has acquired tele- 


com assets in Africa, and M&M 
bought South Korean auto maker 
SsangYong Motor. GMR has airport 
projects in Turkey and Maldives. coal 
mining assets in Indonesia and 
South Africa, and power projects in 
Singapore and Nepal. Tata Power, 
GVK, and Lanco Infratech, too, have 
invested in coal blocks overseas. 
Lately, the GMR group has led all 
others in striking overseas deals. (See 
Beyond Borders on page 82) “GMR 
aspires to be a global player.” says its 
Chairman, G.M. Rao, in an email to 
Business Today. “Our recent forays 
and acquisitions have been aligned 
to strategic objectives.” Rao says 
СМК foray into international air- 
ports is aimed at maintaining its 
growth momentum, as there is un- 
likely to be private investment in any 
new medium or large airport in India 
anytime soon. The company’s invest- 
ment in coal resources will help build 
fuel security for its power projects, he 
says. GMR's share of international 


in 2010, the average size of deals struck 


by Indian firms overseas was $190 mn, 
second only to China’s $197 mn 
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SYMBIOSIS 


INTERNATIONAL UNIVERSITY 
(Established under Section 3 of UGC Act 1956 
Notification No. F9-12/2001-U3 of the Government of India) 
Accredited by NAAC with ‘A’ Grade 


For an increasingly globalised, fiercely competitive world, you need skills of niche specialisation anc шора 


relevance. That's why the MBA's offered by Symbiosis Institute of International Business (5118) make great sense. 


ADMISSIONS OPEN FOR 2013-15 | 


MBA - Agri Business (МВА- AB) 
A 2-year full time residential programme that covers all the relevant and applicable fields of Agriculture and WTO. 
Agro Export Management, Agricultural Finance. 


MBA - Energy & Environment (MBA- E&E) 


A 2-year full time residential programme focused on creating global managers who will serve as the crucial ink 
between the worlds of technology, business and sustainable development. 


MBA - International Business (MBA-IB) 


A 2-year full time residential programme designed for a global career in management. Select students visit Bremen 
University for 4 weeks to learn European business practices. SIIB also offers student exchange programme with 
School of Administration, Sheffield Hallem, UK and Dual degree program with Berlin Schoo! of Economics & Law 
[BSEL], Germany. 

Last Date for Online Registration: 

SNAP: 23rd Nov. 2012 SIIB: 15th Dec. 2012 

For further details please log on to www.siib.ac.in 


Prof. Manisha Ketkar, Officiating Director 


атьта о ———— A arr ere AN ——— — — п rh — — — — — — — — — — —— —— — — — .ν 


Symbiosis Institute of International 


| 
| 
| (Aconstituent of Symbiosis International University, Pune) 





G. No. 174/1, Hinjewadi, Taluka Mulshi, Dist. Pune — 411 057. 
Tel: 020- 2293 4314 /17 /18 19 Fax: 020- 22934316 
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RANKING BASED ON ABSOLUTE 


REVENUE FROM OUTSIDE INDIA 


1 


Reliance Industries 


2,46,953 


Tata Motors 


1,11,531 


Tata Steel 


97,143 





Infosys 


32,986 


6 


Wipro 


29,502 
7 


Adani Enterprises 


25,855 


Bharti Airtel 


21,451 


HCL Technologies 


19,882 
10 





Mahindra & Mahindra 


18,823 


Figures for 2011/12 in ? crore 





revenue to total revenue in fiscal 
year 2011/12 was 24 per cent, 
up from 16 per cent in the previ- 
ous year. In absolute terms, global 
revenue for 2011/12 grew 90 per 
cent to 31,965 crore. 

Companies are more clearly 
defining their global strategies. 
“Our international footprint will 
continue to be Asia-centric,” says 
Vishal Bali, Group CEO, Fortis 
Healthcare. Between December 
2010 and February 2012, Fortis 
invested $665 million in interna- 
tional expansion. “Having a wider 
portfolio of countries helps, as you 
create a platform that is de-risked 
to some extent,” he adds. Fortis 
has a presence in 10 countries 
besides India. Bali says the group's 
international foray was helped by 
the fact that it first made its mark 
locally. "We will continue to 
strengthen our leadership position 


in India. It will always be half of 


our global business." 


Home Truths 
While Indian companies' global 
expansion is reason to celebrate, 
one uncomfortable question must 
be faced. Are they going abroad 
solely because of the huge oppor- 
tunities there, or because they are 
chary of investing at home? 
Experts see a clear trend. 
"From around 2003 to 2008 most 
Indian companies went abroad 
driven by the need to expand their 
market reach, seek new opportu- 
nities and technology." says 
Devesh Kapur, Director of the 


Center for Advanced Study of 


India, University of Pennsylvania. 
US. "But over the last few years, 
an important driver seems to be 
the problems of doing business in 
India." Kapur, who previously 
taught at Harvard University, feels 
that the earlier round had a more 
positive thrust to it, while the post- 
2008 phase is more in the nature 


Source: ACE Equity 





RANKING BASED ON SHARE | 
OVERSEAS REVENUE IN GROSS SALI 


of a capital fight. 

Some business leaders agree. 
“There is a certain frustration with 
the hurdles faced in doing business 
in India -- the red-tapism and the 
corruption,” Harsh Vardhan 
Goenka, Chairman, RPG 
Enterprises, told Business Today in 
April. "I want to divorce my com- 
panies from the need to have me 
lobbying in Delhi.” Goenka. whose 
group includes tyre maker Ceat 
and software services provider 
Zensar, wants more than half of 
RPG Group s revenue to come 
from overseas by 2015, 

"We believe that the ease of 
doing business and predictable 
regulations and policies (in other 
countries) are also important fac- 
tors that prompt Indian businesses 
to go global." says GMR's Rao. 

He should know, considering 
the recent controversy surround- 
ing the modernisation of the 
GMR-run Indira Gandhi 
International Airport in Delhi. In 
August, the Comptroller and 
Auditor General of India said pos- 
sible undue favours had been 
granted to Delhi International 
Airport (P) Ltd, the joint venture 
of GMR, the Airports Authority of 
India, Germany's Fraport. and 
Malaysia Airports Holdings 
Berhad, which runs the airport. 
GMR has denied receiving any. 

Perhaps the strongest remarks 
expressing the frustration of 
Indian firms have come from Tata 
Group Chairman Ratan Tata, who 
spearheaded his group's global 
expansion. In November 2010. he 
recalled how, in the 1990s, he 
preferred to abandon his plans to 
start an airline than pay a bribe to 
get the proposal approved. If 
India's top business leader feels 
this way, it is time for some soul- 
searching by ail. Ф 


Send your comments to editor.btGintoday.com 
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Infosys 
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HCL Technologie 
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Wipro 


19.1% 
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Tata Steel 
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Reliance Industrii 
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Adani Ente rprise 


65.6% 
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Tata Motors 
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Top 50 companies of BT 500 were considered for this | 
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hat binds India together ! 


Scenic «Serene» Sublime 
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he time of the year has come, when you 
an experience the rich cultural heritage of India 
t one place, as the greatest forms of dance like 
Ddissi, Bharat-Natyam, Manipuri, Kathak, 
uchipudi & Mohini-Attam ... come to life in the 
randest Stage of all - 


rom the 1st to the 5th of December, the 
nagnificent cultural heritage of India resides 
ight here in Odisha. 


Also Enjoy! 
International 
Sand Art Festival 
at Chandrabhaga Beach, Konark, Odisha 
Ist - Sth December 


Website: odishatourism.gov.in | Online Booking: www.visitorissa.org | E-mail: oritour@gmail.com 
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K.R. BALASUBRAMANYAM 





hen Ratan Tata 
steps down as 
Chairman of Tata 
sons in December, 
he can do so with 
a sense of satisfaction in the knowl- 
edge that the group he steered 
through two decades of economic 
reform is India's leading business 
house. Four years ago, the Mukesh 
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Conglomerates 


Ambani-controlled Reliance 
Industries Ltd (RIL) was ahead of the 
lata Group in terms of market capi- 
talisation (see rankings. page 102). 
The Business Today Research 
Bureau compiled market cap data for 
India’s leading business houses and 
averaged the April-to-September 
figures for each year since 2008/09. 
To rank the country's biggest 
conglomerates, the average market 
capitalisation of all listed companies 








in a group were added up. 

Some interesting trends came to 
light. Perhaps the most interesting 
one is the robust growth of the Bajaj 
Group, which ranks sixth in terms of 
market capitalisation. Having in- 
creased its market cap at a com- 
pound annual growth rate (CAGR) of 
24 per cent in four vears, it has 
pushed Shashi Ruia's Essar Group 
out of the top 10. The Bajaj Group 
grew the fastest of all the top 10 con- 














glomerates by market cap. The next 
two in terms of CAGR are the Hero and 
Tata groups (the Hero group is not 
among the top 10 by market cap, 
however). 

The Tata Group, with its diverse 
manufacturing and services footprint. 
has the biggest market cap — 34.45 
trillion (a trillion equals 100,000 
crore}. [ts valuation has grown at 14 
per cent CAGR over four years. In 
terms of both valuation and growth, 


the Tatas are now miles ahead of RIL. 


which has second place in terms of 


market cap. 

The Tata Group has gained the 
most in terms of absolute change. 
adding 42.1 trillion to its valuation 
since the first half of 2008/09. In 
2011/12, 74 per cent of the group's 
revenues (21.91 trillion) came from 
three of its 26 listed companies ~ Tata 
Consultancy Services, Tata Motors 
and Tata Steel. 
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Bhaskar Bhat, Manag: ng Dh 
at Titan Industries. says: “The Tate 
Group strongly drives inn 
programmes which have taken deep 
root.” says Bhat, He adds thai the 
group's growth was accelerated by 
aggressive inorganic 
globally. 

If one looks at only 
growth in four years, then ory one 
business house is ahead of the Tatas 
among the top 10 by market cap. The 
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Mahindra, Chairman 
and MD, M&M: Ratan 
Tata, Chairman, Tata 


Adani Group; Mukesh 
Ambani, Chairman & 
MD, RIL; Anil Agarwal, 
Chairman, Vedanta; 





From left, Anand 


Sons; Rahul Bajaj, 

Chairman, Bajaj 
Group; Gautam 
Adani, Chairman, 


Anil Ambani, 
Chairman, ADAG 


Bajaj Group's market cap has grown 
faster at 24 per cent CAGR to 
176,891 crore ~ three times the 
2008 figure. In the four years up to 
2011/12, the group's income more 
than doubled. and profits shot up 
from 21,235 crore to 14,235 crore. 
Growth is driven by the flagship. 
Bajaj Auto Ltd, which contributed 
38 per cent of total income and 71 
per cent of profits in 2011/12. 

Among the top 10 by market 
cap, the Aditya Birla Group. control- 
led by Kumar Mangalam Birla, came 
in third in terms of CAGR over four 
years. At {1.3 trillion, it was third in 
terms of valuation. too. 

Both the Ambani brothers have 
clearly lost. RIL's market cap of 32.43 
trillion has declined six per cent, los- 
ing 189,786 crore in valuation from 
a year ago. Even so, based on the 
stock price on October 12, 2012, 
Mukesh Ambani was the world's 
1 4th richest man. with a net worth 
of $24.5 billion, according to the 
Bloomberg Billionaires Index. 

The Anil Dhirubhai Ambani 
Group has seen the sharpest fall ~ 21 
per cent CAGR ~ in four years. 
Valuations have shrunk by more 
than a third. The group. which was 
at third place in 2008/09, has 
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slipped to the ninth spot. with a mar- 
ket cap of 362,959 crore. The profits 
of Anil Ambani's group businesses 
have dropped from 34.834 crore in 
2007/08 to 12,986 crore in 
2011/12. duelargely to a poor show 
by Reliance Communications. 
Reliance ADAG is ahead of only the 
Adani Group. 

Sankaran Manikutty, strategy 
expert and visiting faculty at the 
Indian Institute of Management, 
Bangalore, notes that family-pro- 
moted groups tend to hold on to a 
non-core business even though it is 
bleeding, because a family membe 
heads it. Such groups should exit 
non-core areas and strengthen other 
businesses, he savs. 

Bajaj has narrowed its valuation 
gap with the top guns. Some 
business pundits think this is just the 
beginning. India, one of the world's 
largest consumer markets, with an 
elficient banking system, should 
have had 30 to 40 business houses 
as big as the Tata or Reliance groups. 
says Nikhil Vora, Managing Director 
at financial services company IDEC 
Ltd. The signs indicate that it is 
headed that way. he adds. "Smaller 
groups no longer have a mortal fear 


of taking on big business houses. The 


















increase in the confidence levels of 
smaller companies is the most 
important change in the last five to 
six years.” 

Ashish lyer, Partner at Boston 
Consulting Group, points out that 
the country has seen the emergence 
of sector-specific conglomerates in 
recent years, He mentions no names, 
but an example would be Vedanta, a 
single-commodity metals player that 
has grown in other metals categories 
to become a conglomerate. 

Business houses, lyer says, will 
continue to grow because of the size 
and the strength of their balance 
sheets, “This will help them raise 
capital at cheaper rates and attract 
talent,” he says. “A new stand-alone 
company would not have these ad- 
vantages.” On the flip side, says 
Manikutty, companies within large 
business groups often cannot lever- 
age each other's strengths because 
increased shareholder activism limits 
their flexibility. 

With the most recent round of 
big-ticket reforms, such as allowing 
foreign direct investment in multi- 
brand retail and letting foreign 
airlines invest in Indian carriers. 
Opportunities are increasing for 
Indian businesses. 
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A worker 
at Maruti 
Suzuki's 
plant in 
Manesar, 
Haryana. 
Protests at 
the plant 
turned 
violent on 
July 18 
this year, 
resulting in 
the death 
of an HR 
manager 


\вротвіри і мМ м л 
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"armed with iron rods and door 
beams, the mob spread out in groups in 
the factory area and targeted supervi- 
sors, managers and executives. In si- 


multaneous attacks in different parts of 


the factory, the mob beat the managers 
on the head, legs and back, rendering 
many of their victims bleeding and un- 
conscious. They also ransacked offices. 
broke glass panes and wantonly dam- 
aged property. Finally, they set the of- 
fices on fire.” 


his is not the script of a 
violent film but the 


management version of 


what happened at 
carmaker Maruti 
Suzuki's Manesar, Haryana. plant on 
July 18, 2012, as detailed in the 


MAGIC SEEDS роз > www.businesstoday.in/labour-unrest 






ILLUSTRATIONS BY КАТАТ BARAN 


company’s press release. That day. 
Awanish Kumar Dev. Maruti's 
General Manager for human 
resources (HR), was burnt to death, 
and close to 100 other executives 
were hospitalised. The plant had to be 
shut down for over a month and 500 
workers were dismissed. 

The incident in Manesar points to 
a worrying trend among factory 
workers. In the past, worker protests 
in India often descended into vio- 
lence, but deaths used to be rare and 
killings even more so. Not any more: 
in the last four vears, there have been 
at least six labour homicides’ (see 
Blood On The Shop Floor), trom 
Coimbatore in Tamil Nadu to Nagpur 
in Maharashtra to Ghaziabad in Uttar 
Pradesh. In five of the six instances, a 
manager was killed by workers. On 
October 13, that changed, when the 
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owner of a Marathi newspaper in 
Nagpur allegedly shot cad ia worker. 

This willingness to go to extreme 
lengths points to the high levels of 
frustration and desperation a among 
workers on the shop floor today., 
“Except for a few incidents. the abour 
movement in India has : 
homicide. The recent events are dis 
turbing and call for introspection 
says Santanu Sarkar, an associate 
professor who teaches industria [us 
tions at XLRI. Jamshedpur. 

The labour function паз um 
gone a dramatic change in India over 
the last two decades. 
proportion of the wor 
factory is young. It ha 
tions but low patience," 
Augustin, Executive Vi 
for Group Human Ci арі ai & 
Leadership Development at auto- 
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maker Mahindra & Mahindra. 

Young workers, who are at the 
vanguard of this change, are turning 
many an established value on its 
head. Surveys have found that loy- 
alty is not very high. Instead, workers 
want good salaries, status and em- 
powerment, They want to be on par 
with white collar workers. The inabil- 
ity of managements, governments 
and even labour unions to cope with 
this change has led to simmering 
discontent. warns Sarkar. 

The advent of multinational 
companies, following the 1991 
reforms, led to the creation of a new 
working culture. with some 
organisations having no labour 
unions. "Companies can have СП, 
Assocham and FICCI, but workers 
can t have a union. Is that fair.” asks 
A.K. Padmanabhan, President, 
Centre of Indian Trade Unions, and a 
member of the Communist Party of 
India (Marxist) politburo. The state 
governments that had rolled out the 
red carpet for these companies 
remained silent. Non-acceptance of 
the demand for a union at Hyundai 
Motor India’s Chennai plant led to a 
strike. “These companies respect 
trade union laws in their own 
countries but ignore them in India,” 
adds Padmanabhan. Hyundai Motor 
India finally recognised an apolitical 
union earlier this year. 

There is a strong sense of being 
exploited, particularly among con- 
tract workers. According to govern- 
ment data, they account for 45 per 
cent of the private sector's workforce. 
Activists allege that since they are not 
organised, employers have taken 
advantage of them. In some cases, 
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BLOOD ON THE 


SHOP FLOOR 


RECENT LABOUR RELATED 
HOMICIDES IN INDIA 


JAN 27, 2012 


Workers at Regency 
Ceramics’ Yanam 
(Pondicherry) unit killed 
the company's president 
(operations) after their 
union leader died in a 
police charge 


NOV 13, 2010 





A senior official of 
Ghaziabad-based Allied 
Nippon was beaten to 

death by protesting 
employees after he 
allegedly brandished a 
weapon 


SEP 21, 2009 





The VP (HR) of 
Coimbatore-based Pricol 
Ltd was attacked by 
a group of terminated 
workers. He died the 
next day 


SEP 22, 2008 
Graziano Transmissioni 
India's MD and CEO was 

killed by dismissed 
workers at its Greater 
Noida plant 











contract workers are in the same jobs 
as permanent staff at half the pay. 

The long pending demand to 
ensure equal pay for equal work by 
contract workers has not been 
accepted by the government. 
Padmanabhan cites the case of 
Maruti, where “1,400 of the 3,000 
workers are contract employees, 
many of whom are paid less than 
permanent staff doing the same job”. 
This sort of inequality has led to 
tensions on the shop floor. The 
Contract Workers Abolition & 
Regulation Act does not provide for 
equal pay for equal work. However. 
it stipulates that companies cannot 
engage contract workers in an area 
of work that is permanent in nature. 
Companies have been flouting this 
norm while the government looks the 
other way, say workers and activists. 

Compounding the fallout of all 
these changes, disputes still take 
years to be resolved. "Young people 
are warm blooded and impatient. 
They want quick solutions and if that 
does not happen they end up doing 
things they repent later," says 
Mahindra's Augustin. 

This unprecedented scenario 
demands that stakeholders gain a 
better understanding of the ground 
situation and make far-reaching 
changes. Labour laws need to be 
simplified. Currently, there are about 
250 laws — 45 central and the rest 
state laws — that govern labour in the 
country. Companies need to have 
flexibility in hiring and terminating 
employees. "Society has changed. 
Values have changed. Business has 
changed and so has the economy. 
But the labour law is obsolete," points 
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It's your turn to protect your employee 
business, family & yourself from Fire & 
related hazards. In the world today, nev 
are required; solutions that adapt to y 
needs & complexity. At Tyco, we believe 


to know your needs individually 


Tyco's innovative solutions include - | 


Fire Suppression, Life Safety, Commerci 


Intrusion Detection, 24/7 Monitoring 5olut 


Sensormatic Retail anti-theft Solutions a 


Solutions for Fire & Security, etc 
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We customize safety and security solutio! 


are just right for you 


! 1 
| 





“Society has changed. Values have 
Changed. Business has changed. 
The economy has changed. But the 
labour law is obsolete 


Shekar Arora, ED (HR Strategy), Ashok Leyland (in foreground) 


Industrial Relations 





Management 
m Invest heavily in employees 


m Ensure equality at the 
workplace 


m Farn trust and empower 


workers | 


m Push for diversity at the 


workplace 


m Develop ways to deal with a 


younger workforce 


m See labour unions as 
something more than a 
necessary evil 


m Re-orient HR/IR policies to 


suit changed circumstances and 


values 


Government 


m Revamp the dispute resolution 


machinery — 


* Make labour laws more flexible 


m Ensure equal work gets equal 


pay 


m implement labour laws 
effectively 


m Institutionalise skill building 


m Promote multi-skilling 


Labour Unions 


m Become more proactive 
m Develop a leadership pipeline 
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out Shekar Arora, Executive Director 
(HR Strategy) at Ashok Leyland, 
India’s second-largest maker of trucks 
and buses. Companies need that 
flexibility to stay competitive in a 
globalised world. In the October issue 
of Policy Watch, its monthly 


publication, the Confederation of 


Indian industry has said that “a 
holistic relook at existing labour 
legislations is required to align the 
legal framework with the dynamic 
requirements of globalisation, 
competitiveness, and productivity”, 

Equally, the government needs to 
ensure that the law is amended to 
ensure contract workers get equal 
pay for equal work, say experts. 

Labour unions, too, could benefit 
by being more proactive. “Emergence 
of the young workforce of today 
needs a new kind of leadership for 
engagement and education,” says 
S.Y. Siddiqui, Chief Operating Officer 
for HR and Administration at Maruti 
Suzuki. Today, union leaders do not 
inspire confidence in either the man- 
agement or the workers 
they represent. 

Equal opportunities 
lor advancement across 
the length and breadth 
of an organisation will 
keep most problems 
away, Say experts on in- 
dustrial relations. 
Managers need to walk 
that extra mile to solve a 
problem rather than get- 
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ting legalistic about every issue. "HR 
has been divorced from industrial 
relations (IR) for the past two dec- 
ades," says Jerome Joseph. Professor, 
Personnel & Industrial Relations, 
Indian Institute of Management. 
Ahmedabad. "There has been more 
investment in middle management 
and its performance than in building 
relationships with workers. There is 
an IR capability deficit in organisa- 
tions today.” 

B. Santhanam does not see la- 
bour homicides as a pattern but as 
isolated incidents. “But the worry is 
that they can lead to a copycat effect 
if we do not get our act together,” 
says the former president of the 
Employers Federation of India. and 
Managing Director of Saint Gobain 
Glass, South Asia. 

Ashok Leyland is making an 
innovative attempt to tackle the 
problem by building a “classless 
workplace” at its new facility in Pant 
Nagar, Uttarakhand. It tackles many 
of the challenges on the shop floor 
today, with uniform work and pay 
scales for all the workers. A blue 
collar worker has the same 
opportunities as a white collar 
executive to grow and head the 
company. “We want to break this 
norm — once a workman always a 
workman,” says Leyland's Arora. 
The company calls it the 21st century 
factory credo. It could well be the first 
step in finding that elusive solution to 
settle industrial disputes in India. Ф 
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Their names may be unfamiliar but their success is breathtaking. Crunching numbers to get to our 500 

listing, we uncovered six companies with market-cap growth averaging more than 1,000 per cent over 

the past year. Indian Infotech & Software Ltd, for instance, grew by 18,000 per cent. In a few instances, 

stratospheric share price movements will have piled up fortunes for the lucky ~ and informed — investors 
who believed in these companies. 





ndian Infotech & Software 
: 2012-13 yo over | last year 


Avg MCap d, 341.09cr ` 18,171». 


Becedanehetaguséeehbreyaseeviirushcetecaccarvtuseepsusecsse«veoveasekbcecesdetrawsosuttyvAveudaovianveaod4dvetereaatusv4te 


; Sep 30, 2011 
Share Price | 41.82 


Year's High Points: The company merged two other firms, Ni «i 
Metal and Lambodar Nirmit with it, apart from issuing fresh 
equity shares on preferential basis to raise around 229.7 crore 
in June 2012. The company stock was split in January 2012. 











CCL International 


EX — — A 


2012-13 ; "echange over last year 


953.61: 








Ауд МСар 
НН Sep 30,201 ердир 
Share Price 715.00 _ E rU 


Year's High Points: This cement manufacturer and marketer 
amalgamated Meghalaya based infrastructure and civil 
construction company AAR Infrastructure with itself and 
issued fresh shares to shareholders of AAR. 





P brant Digital 





= 2012-3 
Avg MCap 1974. 49 cr 
amine сс ene S BL 
Share Price 769.20 C aA 





Year's High Points: This Lanco Group company was called L6» 
Global and was listed. Ybrant Digital was merged into it after 
which LGS was renamed Ybrant Digital. 
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2012-13 





Avg MCap 860. 39 cr 
Sep 30, 2011 pu a 2012 
Share Price :22.04 





Year's High Points: The company completed a $75 million GDR 
issue in January 2012 





— Aricent infra 


——— ————— —————— —— —— —— — ——— ү: 








: 201213  Yochange over last year 
Avg MCap 406 .91сг | 
DAS EN TENE. EVE NE | $92; 73 : 
Share Price 14.20 — a € I, [| 0 


Year's High Points: The company faites 8. 8 сгоге rou 
a preferential equity issue.. 





) Luminaire Technologies — — 
: 2012-13 a over r last — 


4249. 29 сг 





Avg MCap 
Sep 30,20 E 28, 2012 
Share Price 710.87 _ ) 





Year's High Points: The company Au. two — 
companies Paridhi Properties Ltd and Vandana Cloth Centre 
Pvt Ltd with itself. 
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THE RANKING PROCESS 





As in 2011, private and public sector companies have bee 
bbed to produce a single, com 





clul 


his is the 2 1 st year of the BT 
500 list, an annual ranking 
of the most valuable com- 
panies in the country, be- 
gun the same year Business Today 
was launched, 1992. The current 
year has been a tough one for Indian 
business with the glo- 
bal economy going 
through a rough 
phase. It has been a 
year of economic slow- 


down, flattening 
growth rates, fiscal 


deficit and current ac- 
count deficit concerns, 
and lethargic stock 
movements. However. 
a recent ray of hope is 
the flurry of reform an- 
nouncements begun in 
September. 

Last year we made 
a significant change in 
our methodology. Until 
then, private compa- 
nies and state-owned 
enterprises had been 
'anked separately. In 
2011, we clubbed the 
two to produce a sin- 
gle, comprehensive 
ranking. We have fol- 
lowed the same methodology this 
time too and, as was the case last 
year, we have a number of public 
sector companies in our list with 
high valuations — Coal India, ONGC, 
Indian Oil Corporation and others. 

We have ranked listed compa- 
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nies on the basis of their average 
market capitalization for the first 
half ofthe financial year — from April 
1 to September 30. We have also 
ranked them separately on other fi- 
nancial parameters, each time com- 
paring their performance this year to 





that of last year. 

For our data, we relied on 
Prowess, the database of the Centre 
for Monitoring Indian Economy 


(CMIE). We screened all the 5,051 
companies listed on the Bombay 
Stock Exchange. As a primary filter 


prehensive ranking 








we excluded illiquid companies 
which had traded on less than 20 
per cent of the total number of trad- 
ing days — or less than 25 days out of 
the 126 trading days ~ between 
April 1 and September 30. We were 
then left with 3.146 companies, of 
which we ranked the 
top 1,000. The main 
ranking was assigned 
on the basis of absolute 
market capitalization. 

The primary fi- 
nancial parameter in 
the BT 500 rankings is 
market capitalization 
which captures the 
markets’ sentiment to- 
wards each company. 
But to broaden the 
scope, we have sepa- 
rately included total 
income, net profit, total 
assets, net profit as a 
percentage of total in- 
come, return on net 
worth (RoNW), return 
on capital employed 
(КОСЕ), and earnings 
per share (EPS). While 
calculating these. the 
financial year ended 
March 2012 has been 
considered for most companies. 
When exceptions have been made, 
they are mentioned in the footnotes 
accompanying the tables. We have 
used standalone numbers - as 
against consolidated results ~ for all 
companies. 9 
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SUN PHARMA 22 6 


RISES 11 RANKS 23 3 
WITH A 31PER 24 z4 
CENT INCREASE IN 
VALUATIONS. 
REVENUE AND 
PROFITS, TOO, 
ROYE 








PUNJAB: 
NATIONAL BANK'S 
MARKET VALUE 
DECLINES BY | 

22 PER CENT, : 
THOUGH ITS 


оны — 7. 
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_ Mahindra & Mahindra 2 | 


` Kotak M Mahindra Bank | 


НСІ Technologies? _ 


| EL Industries les (nfi), БАН 
DLE i 


| Reliance Power 
| idea Cellular. 
. Cipla 


_ Ambuja ( Cements ПЕТРИ 
Bharat Petroleum Corpn. — 


COMPANY 


Apr-Sep 2012 

Tata Consultancy Services 
2,42,496.4 
2,32,514.1 
2,18,033.6 
1,95,241.5 
1 ,38,910.1 
1,38,451.3 


Reliance Industries 

ОН & Natural Gas Corpn. 

Coal India 

тС | 

infosys 

State Bank of india — 

HDFC Bank 

NTPC mE | | 

Bharti Airtel F | | 
| 





1,31,766.1 
112,054.00 
1,03,418.1 
1,02,853.4 
99,483.0 
95,170.9 
З. ез 


ICICI Bank 

Housing Development Finance Corpn. 
Hindustan Unilever 

Wipro 

— & Toubro 





indian Oil Corpn. 

Bharat Heavy Electricals 
Power Grid Corpn. of India 
Hindustan Zinc m 


55,190.2 
52,082.0 
51,940.2 
46,591.7 


— — —— —— 


Axis Bank 


42,606.1 
40,638.0 
40,355.5 
39,403.0 
37,003.4 


Ultratech Cement 

Jindal Steel & Power 

Tata Steel 

Hero MotoCorp 

Steel Authority of India — 


Asian Paints 
Maruti Suzuki India 
_ 34,312.6 


Bank of Baroda 

Oil India 

Dr. Reddy's Laboratories 
Bosch4 


28,696.3 
28,461.6 
28,372.0 
27,388.7 
27448.6 
. 26,877.7 
| .26,679.8 
Punjab National Bank О | 
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89 

90 

91 

92 

93 

| - 

95 

wl 96 

BAJAJ 97 

MARKET CAP RISES 98 

42 PER CENT, 99 
CATAPULTING IT TO ~ 

мо. 100 — Ma 
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COMPANY 


Lupin 
Grasim Industries 
Adani Enterprises 


Adani Ports & Special Economic Zone 


Siemens" 

Hindustan Copper* 

АССА 

Tata Power Со. 

NHPC 

Power Finance Corpn. 
Hindalco Industries 

Oracle Financial Services Software 
Ranbaxy Laboratories 

Titan Industries 

IDFC 

Godrej Consumer Products 
Dabur India 

Rural Electrification Corpn. 
Bank Of India 

Canara Bank 

GlaxoSmithKline Pharmaceuticals 
Cadila Healthcare 

ABBA 

Sesa Goa 

Colgate-Palmolive (India) 
Jaiprakash Associates 
Indusind Bank 

JSW Steel 

National Aluminium Co. 
United Breweries* 

Zee Entertainment Enterprises 
Neyveli Lignite Corpn. 

Castrol India 

Reliance Infrastructure 
Reliance Communications 
Divi's Laboratories 

LIC Housing Finance 

Shriram Transport Finance Co. 
Cummins India 

YES Bank 

IDBI Bank 

Container Corpn. of India 
Marico 


GlaxoSmithKline Consumer Healthcare 


Sun TV Network 
Exide Industries. 
Adani Power 
Petronet LNG 
Union Bank of India 
Bajaj Finserv 
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AVERAGE MARKET CAPITALISATION (: crore) 


Apr-Sep 2012 

24,937.7 
24,654.9 
24,513.1 
24,048.4 
24,022.9 
23,939.4 
23,769.3 
23,308.6 
22,735.9 
22,553.1 
22,485.0 
22,242.4 
21,412.6 
20,389.7 
19,955.6 
19,941.2 
19,933.5 
19,182.8 
18,270.1 


17,624.3 
16,387.5 
16,301.6 
15,993.4 
15,891.5 
15,375.9 
15,233.6 
15,228.8 
14,543.4 
14,360.2 
13,969.1 
13,618.5 
13,404.3 
13,370.7 
13,342.3 
13,172.1 
12,846.0 
12,774.2 
12,599.1 
12,314.6 
11,858.8 
11,789.5 
11,709.6 
11,635.9 
11,365.4 
11,259.5 
10,990.8 
10,979.2 
10,776.3 
10,703.1 


Apr-Sep 2011 
19,943 
20,642 
69,279 
29,987 
29,784 


24,270 


19,160 
28,525 
30,216 
24,569 
33,860 

17,387 

21,151 

18,942 
19,037 
13,335 
18,632 
20,216 

21,512 


© 22796. 


18,953 
17,787 
17,753 

23,506 

12,764 

16,567 

12,208 

18,435 

20,675 

12,297 

12,539 

16,388 

12,526 

14,568 

18,930 
9,935 

10,358 
15,210 

13,030 
10,417 

12,562 

13,995 
9,078 
9,842 

13,563 

12,903 
22,811 
11,263 

15,423 
7,560 


Growth 96 


200/1 
17,935 
20,581 
54,506 
29,619 
25,840 
37,390 
17,875 
31,036 
35,623 


34,963 


36,666 
18,190 
21,173 
13,353 

24,664 
11,745 

17,113 

29,442 

22,645 - 


22,894 


17,922 
14,058 
17,035 
29,367 
11,222 
24,631 
10,182 
22,761 
26,240 
8,680 
13,593 
23,863 
10,865 
23,819 
31,505 
9,174 
10,117 
15,812 
13,268 
10,291 
12,742 
16,725 
7,570 
8,177 
18,343 
12,104 
27,599 
7,897 
16,944 
6,575 


20112 
20,381 
21,903 
54,964 
28,935 
21,195 
23,253 
20,941 

26,177 
28,262 
23,290 
29,729 

17,663 
20,047 
18,536 
18,547 
13,494 
18,003 
19,402 


19,882 


21,424 
18,032 
16,165 
16,479 
20,342 
13,298 
15,669 
12,579 
16,541 
17,775 
11,817 
12,162 
15,032 
11,914 
13,533 
18,034 
9,943 
10,866 
13,843 
12,060 
10,556 
11,231 
12,957 
9,220 
10,229 
12,459 
11,825 
19,735 
1,709 
13,411 
7,447 
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RANK 








WOCKHARDT'S 
MARKET CAP 
MORE THAN 
DOUBLES, AND 
TOTAL INCOME 
RISES BY 

30 PER CENT 


JUBILANT 
FOODWORKS' 
TOP-LINE GROWTH 
BOOSTS ITS 
MARKET CAP 

BY 49 PER CENT 
CONARI y 











== 
DISH TV INDIA 
IS STILL 

FACING HEAVY 
LOSSES, 
THOUGH 
REVENUE 
GROWTH 

HAS BEEN 

31 PER CENT 


2012 


102 
103 
104 


'105 





12 
113 
114 
115 





121 
122 
123 
124 
125 





131 
132 
133 
134 
135 





141 
142 
143 


144 


145 
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COMPANY 





Hindustan Petroleum Corpn. 
Bharat Electronics 
Shree Cement * * 
Mangalore Refinery & Petrochemicals 
Wockhardt 

United Spirits 

Glenmark Pharmaceuticals 
Mahindra Satyam 

Bhushan Steel 

Tech Mahindra 

Aditya Birla Nuvo 
Jaiprakash Power Ventures” 
GMR Infrastructure 

Pidilite Industries 

Bajaj Holdings & Investment 
Apollo Hospitals Enterprise 
Torrent Power 

Reliance Capital 

JSW Energy 

Piramal Enterprises 

Godrej Industries 

Tata Chemicals 

Oberoi Realty 

SJVN 

MphasiS* 

Indian Bank 

Engineers India 

Jubilant Foodworks 
Crompton Greaves 

Gillette India? 

L&T Finance Holdings * 
Coromandel International 
Tata Global Beverages 

P&G Hygiene & Health Саге? 
Mahindra & Mahindra Financial Services 
Emami 

Allahabad Bank 

Federal Bank 

Essar Oil” 

Bharat Forge 

Crisil4 

Havells India 

Oriental Bank of Commerce 
Dish TV India 

Motherson Sumi Systems 
Jaypee Infratech^ 
Indiabulls Financial Services 
Ashok Leyland 

Tata Communications 

Indian Overseas Bank 
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AVERAGE MARKET CAPITALISATION (: crore) 


Apr-Sep 2012 Apr-Sep 2011 


10,581.9 
10,467.2 
10,388.2 
10,342.8 
10,283.7 
10,220.6 
10,127.3 
9,901.0 
9,599.7 
9,455.7 
9,303.7 

9,255.1 
9,053.9 
8,936.7 
8,726.7 
8,668.1 
8,462.1 
8,423.4 
8,259.6 
8,224.0 

8,151.4 
8,130.2 
8,095.6 
8,049.8 
8,017.6 
7,953.6 
7,807.4 
7,768.4 
7,734.2 

7,671.2 
7,594.2 
7,539.5 
7,402.0 
7,294.2 

7,271.7 
7,257.9 
7,246.2 
7,225.3 

7,195.6 
7,085.2 
7,054.0 
7,040.0 
7,029.6 
6,956.9 
6,893.6 
6,780.3 
6,779.5 
6,693.8 
6,583.3 
6,429.1 


12,842 
13,391 
6,242 

12,666 
4,144 

12,830 
8,409 
9,132 
8,802 
8,780 
10,103 
9,622 
12,742 

8,191 
8,432 

6,366 
11,265 

12,574 
11,057 
6,495 
6,322 
9,150 
7,699 
8,989 
8,852 
9,464 
9,289 
5,227 
13,971 
6,491 
8,422 
9,060 
6,020 
6,348 
7,018 
6,836 
9,274 

7,137 

15,780 
7,303 
5,228 
4,727 
9,734 
8,318 
8,382 
7,090 
5,004 
6,808 
6,127 
8,360 


Growth % 


INDIA'S MOST VALUABLE COMPANIES - The Top 500 


2010/11 


13,838 
14,017 
6,869 
12,900 
2,820 
16,915 
8,062 
9,379 
8,291 
8,956 
8,474 
12,552 
20,377 
6,853 
8,169 
5,408 
14,123 
17,159 
18,028 
10,114 
5,863 
9,014 
8,357 
9,575 
12,779 
10,306 
11,342 
2,995 
18,238 
5,633 
МА 
7,341 
6,897 
6,326 
5,968 
6,176 
9,049 
6,286 
17,640 
7,700 
4,170 
4,374 
9,747 
9,697 

6,637 

10,699 
4,891 
8,677 
7,772 
6,954 









201/12 


11,414 
12,705 
7,047 
11,803 
4,364 
10,837 
8,307 
8,698 
8,075 
8,257 
9,951 
9,919 
11,387 
7,954 
8,282 
7,033 
10,691 
10,471 
9,748 
6,649 
6,406 
8,835 
7,801 
8,660 
8,125 
9,272 
8,690 
5,447 
11,406 
6,595 
8,216 
8,641 
6,049 
6,268 
6,965 
6,315 
8,454 
6,896 
12,338 
6,965 
5,785 
5,142 
8,774 
7,579 
7,379 
6,710 
5,165 
6,869 
6,058 
1,058 
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00 INDIA'S MOST VALUABLE COMPANIES - The Top 500 





AVERAGE MARKET CAPITALISATION (: crore) 


Apr-Sep 2012 Apr-Sep 201! 


COMPANY 





сопа SRANOS 
CORPS VALUN 


AT №, 159, MULTI 
COMMODITY 
EXCHANGE IS THE 


ONLY NEW =~ 


ENTRANT IN THE 
TOP 200 


— —— 
MRF HAS THE 
HIGHEST EPS 
OF %912.90 
AMONG ALL 
BT500 
COMPANIES 

SSR ay 








RAJESH EXPORTS ^ 
RANKS LOW AT 197, 
BUT FEATURES IN 
THE TOP 50 IN 
REVENUES 














RANK 
2012 20119 
151 172 
152 135 
153 134 
154 149 
155 123 
181 
133 
226 
NL 
143 
161 224 
162 140 
163 176 
164 19% 
165 167 
173 
154 
186 
197 
152 
171 190 
172 168 
173 141 
174 215 
175 163 
246 
229 
233 
182 
166 
181 214 
182 268 
183 164 
184 191 
185 189 
343 
203 
183 
235 
219 
191 156 
192 270 
193 178 
194 169 
195 302 
242 
259 
216 
208 
204 





Britannia Industries 

Andhra Bank 

Corporation Bank 

Syndicate Bank 

Unitech 

Gujarat Mineral Devp. Corpn. 
Central Bank of India 

Eicher Motors 

Multi Commodity Exchange of India 
Thermax 

Bata India 

United Phosphorus 

Torrent Pharmaceuticals 

ING Vysya Bank 

Videocon Industries 


Pipavav Defence & Offshore Engg. Co. 


Religare Enterprises 
Sanofi India 

Max India 

Muthoot Finance 
Kansai Nerolac Paints 
UCO Bank 

Biocon 

Ipca Laboratories 
Indian Hotels Co. 
AstraZeneca Pharma India" 
Blue Dart Express 
Berger Paints India 

EIH 

IRB Infrastructure Developers 
Jammu & Kashmir Bank 
MRF* 

MOIL 

Gujarat Fluorochemicals 
3M India 

Strides Arcolab4 

Karur Vysya Bank 
Godrej Properties 
Apollo Tyres 

Alstom T&D India®® 
Fortis Healthcare 
Sundaram Finance 
Gujarat Gas Co.4 
Gujarat State Petronet 
Bajaj Finance 


Akzo Nobel India 


Rajesh Exports 

Info Edge (India) 

Great Eastern Shipping Co. 
Essar Ports 
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6,177.8 
6,077.5 
6,003.5 
5,986.2 
5,960.6 
5,876.1 
5,799.0 
5,711.6 
5,653.1 
5,651.5 
5,623.1 
5,520.8 
5,504.1 
5,493.6 
5,412.6 
5,319.4 
5,035.6 
5,030.7 
5,007.9 
4,913.8 
4,894.7 
4,862.0 
4,804.2 
4,758.5 
4,723.1 
4,669.7 
4,648.6 
4,624.7 
4,567.5 
4,491.5 
4,447.3 
4,437.5 
4,429.5 
4,421.4 
4,388.1 
4,356.5 
4,353.2 
4,340.9 
4,328.8 
4,258.5 
4,052.0 
3,986.9 
3,978.6 
3,955.8 
3,950.5 
3,882.3 
3,875.6 
3,865.7 
3,833.0 
3,825.8 


5,254 
7,576 
7,625 
6,488 
8,667 
4,954 
7,697 
3,593 
na 
6,856 
3,639 
7,073 
5,166 
4,483 
5,657 
5,228 
6,350 
4,728 
4,472 
6,369 
4,645 
5,601 
7,038 
3,974 
5,915 
3,264 
3,524 
3,414 
4,914 
5,682 
3,996 
2,936 
5,759 
4,606 
4,669 
2,037 
4,285 
4,895 
3,446 
5,926 
6,340 
2,916 
5,107 
5,597 
2,391 
3,326 
3,037 
3,883 
4,094 
4,238 





Growth % 2010/1 2011/12 
18 454 5,504 
-20 7,124 6,838 
-21 8,595 6,854 
-8 5,828 6093 
-31 17,692 7,757 
9 428 5298 
-25 7060 6836 
59 2,862 4028 
NA NA 6467 
-8 884 6,189 
55 2,032 3,915 
-22 7,651 6,746 
7 4,688 4,962 
23 4,129 4,636 
"4 6,561 5,492 
2 5,872 5,135 
-21 6,065 6044 
6 4,303 4,967 
12 3725 4449 
-23 NA 6,228 
5 4,457 4,667 
-13 5,603 4,928 
-32 6,931 6,447 
20 3,700 3,785 
-20 7,227 5,404 
43 2800 354 
32 2,410 3,725 
33 2,960 3,455 
7 4,799 4,937 
-21 | 8202 5,548 
n 3,809 3,901 
51 3,190 3,120 
-23 7,004 4,972 
-4 2,267 4,871 
-6 3644 4506 
n | 2,029 2,341 
2 3,628 4,144 
“11 4,414 4,734 
26 3439 3408 
-28 6939 5,228 
-36 5,934 5,366 
37 2,872 3,006 
-22 4,460 5,060 
-29 5,908 5,214 
65 2,237 2483 
17 2,823 3,178 
28 3155 3,495 
-0.5 3,014 3,712 
-6 4716 3,195 
10 | 598 343 
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/ 


RANK 


2012 





HEXAWARE 
TECHA 
GAINS TI РЕК — 3 


CENT IN 
VALUATION. NET 
PROFIT 
INCREASES TWO 
AND HALF TIMES 


SUZLON'S 
MARKET CAP 
FALLS 60 PER 
CENT, AND IT 
ALSO SLIPS 
DEEPER INTO 

THE RED 
UNES cr di RN 












TS ИТ ware 


Bank of Mahurashtra 





BANK OF 
MAHARASHTRA'S 
PROFIT AND 
INCOME SHOW 
IMPRESSIVE 
GROWTH 











20119 


COMPANY 





National Fertilizers 
Opto Circuits (India) 

Madras Cements 

TTK Prestige 

Prestige Estates Projects 
Pfizer 

BOC India^ 

Hexaware Technologies 
Jindal Saw 

Voltas 

DB Corp 

CESC 

Shriram City Union Finance 
Pantaloon Retail (India)* 
Godfrey Phillips India 

IL&FS Transportation Networks 
EID-Parry (India) 

Bayer CropScience* 

Financial Technologies (India) 
Suzlon Energy 

Core Education & Technologies * 
SKF India^ 

Indraprastha Gas 

Aurobindo Pharma 

Page Industries * 

Bombay Rayon Fashions 

Lanco Infratech 

McLeod Russel India 

Dena Bank 


Housing Development & Infrastructure 


Abbott India4 
Sobha Developers 
AIA Engineering 
Indiabulls Power* 


Gujarat State Fertilizers & Chemicals 


Redington (India) 


Rashtriya Chemicals & Fertilizers 


HMT 

Chambal Fertilisers & Chemicals 
Jet Airways (India) 
Jain Irrigation Systems 
Supreme Industries? 
Wabco India 

Gitanjali Gems 

Ruchi Soya Inds. 
Century Textiles & Inds. 
Shoppers Stop 

Jagran Prakashan 
Jubilant Life Sciences 
Bank of Maharashtra 


110 BUSINESS TODAY November 11 2012 





AVERAGE MARKET CAPITALISATION (: crore) 


Apr-Sep 2012 Apr-Sep 2011 


3,809.8 
3,786.2 
3,781.7 
3,753.0 
3,751.6 
3,647.3 
3,640.3 
3,630.2 
3,626.5 
3,623.3 
3,618.9 
3,600.4 
3,550.3 
3,527.3 
3,485.8 
3,441.7 
3,409.2 
3,387.9 
3,382.5 
3,369.5 
3,368.1 
3,364.8 
3,355.1 
3,351.9 
3,347.4 
3,312.2 
3,299.1 
3,276.1 
3,269.4 
3,265.5 
3,260.8 
3,233.0 
3,220.4 
3,196.5 
3,160.3 
3,118.8 
3,099.9 
3,065.6 
3,036.3 
3,031.6 
3,013.4 
2,988.9 
2,968.3 
2,946.6 
2,929.3 
2,916.3 
2,882.5 
2,873.2 
2,871.9 
2,865.8 


Growth % 


INDIA'S MOST VALUABLE COMPANIES - The Top 500 


2010/11 


5,492 
4,806 
2,530 

1,362 
4,989 
3,365 
2,385 
1,299 
5,605 
6,747 
4,610 
4,617 
2,739 
7,852 
1,943 
5,523 
3,698 
3,476 
5,237 
9,472 
2,804 
2,761 
4,136 
6,104 
1,365 
2,786 

14,403 
2,459 
3,000 
8,879 

1,606 
3,092 
3,659 
5,573 
2,460 

3,116 
4,846 
5,360 
3,024 
5,489 
8,354 
1,674 
1,794 
1,647 
3,357 
4153 
2,340 

3,758 

4,766 
2,747 





201112 








RANK 251-300 рг > 
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TOTAL ASSETS ( cr) TOTAL INCOME (t cr) NET PROFIT (tcr) PROFIT AS% OF  RONW(%)  ROCE%) EPSO 
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6606 П5 | 7380 584 05 127 139 283 172 | 




































| | (014 O 36 — 140 
Ё 2 Uo керы С 640 402 235 244 193 3498 . 2063 | 12.84 | 9.92 
(| 6066 194 3703 2,981 184| 385 cu ом | 040 2050. 832 1724 
ES 687 448 
|. 4704 221 
| 3000 284 
| 



















1127 780 340 113 84 3m 10.06 4801 4244 104.85 
800 — 146 384 | ә 204 28 | м — 68 406 43i 
A66 299 п мя 31|] 1858 2% 26 | 1605 | M36 Мм% 3218 
1232 1062 330] 122 94 293 987 1025 661 1230 
1244 392 — 757 543 386| 232 93 5 3063 2677 2677 9.84 
SUM 2162. 554 мы 138| 228 462 200 406 598 385 157 
3,844 248 5440 5,299 м 50 34 262 219 | 1з 1045 “0.29 
1971 338 1465 1278 305 | 208 267 21 1423 2л 1876 юж 
13,085 19 
Bezo NT 
6354 182 
1,659 








oar correct: Resulbs are audited and 
ic Unless atheniise Stated): Анн 





б. 











4866 4319 151) 554 488 ОПТ 0.39 з 128 46.34 
2056 1323 262 oO | 66. | | 
4347 GAT 

3,419 in 









16.66 2333 
(M6 215 








361 


















мм 36 

2845 291 | 
2680 9 
16679-10272 10687. 
мз 379 
4086 240 
мз 400 — 





























ваа ы 
3,505 
2188 228 
155 983 338 
189 546 9% 
3 | 200 1885 258| 
(36 | мю ыз 33) 
| se з |  TSO єз 95| 41 30 м 





£t Bye = es ТРОЕ тец M i Ht cd ar Pues cd 3s ү Ё Гуй К КОКА, 
Ui: О; 2 ло. 


the Gourses; НЕ Not ranked (ast 
d March 200 e 12 montis ended 















& збен 


ice of the BTSO0 companies о 




















AVERAGE MARKET CAPITALISATION ( crore) 


Apr-Sep 2012 Apr-Sep 2011 Growth % 2010/11 201112 


RANK 


2012 20119 


COMPANY 





AMTEK INDIA'S 
MARKET VALUE 

MORE THAN _ 
DOUBLES, 
RAISING ITS 
RANK 
SIGNIFICANTLY 


GUJARAT 

PIPAVAV PORT 

IS AT NO. 284, 
BUT AT LEAST IT 
HAS COME OUT 

OF THE RED 
>Re 


ORISSA 
MINERALS 
SEES A». 
DECLINE OF 
90 PER CENT 
IN ITS NET 
PROFIT 

















Carborundum Universal 
Chettinad Cement Corpn.* 
Whirlpool of India 

CMC 

Amara Raja Batteries 

Trent 

Tube Investments of India 
Amtek India* 

VST Industries 

Vijaya Bank 

Phoenix Mills 

Gruh Finance 

South Indian Bank 

JSW Ispat Steel* 

IFCI 

Balkrishna Industries 
Omaxe 

India Cements 

Hathway Cable & Datacom” 
Shipping Corpn. of india 
Welspun Corpn. 

BASF India 

Indiabulls Real Estate* 
State Bank of Bikaner & Jaipur 
FAG Bearings India 
Manappuram Finance 
MindTree 

State Bank of Travancore 
Alstom India 


Cholamandalam Investment & Finance Co. 


Rallis India 

Era Infra Engg. 

Prism Cement 

Gujarat Pipavav Port4 

Tata Investment Corpn. 
Maharashtra Seamless 

Tata Teleservices (Maharashtra)* 
Responsive Industries 

HT Media 

Mahindra Holidays & Resorts India 
Monnet Ispat & Energy* 

Novartis India 

Amtek Auto* 

Edelweiss Financial Services 
Raymond 

Honeywell Automation India 
State Bank of Mysore 

Orissa Minerals Development Co.” 
Sunteck Realty” 

KSK Energy Ventures 
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2,858.6 
2,851.0 
2,845.9 
2,836.4 
2,757.8 
2,754.6 
2,747.3 
2,732.4 
2,728.6 
2,726.5 
2,725.2 
2,702.9 
2,696.2 
2,650.0 
2,647.7 
2,647.2 
2,628.9 
2,607.3 
2,605.9 
2,600.3 
2,593.2 
2,585.4 
2,575.6 
2,573.6 
2,566.0 
2,562.8 
2,547.2 
2,543.5 
2,521.0 
2,517.3 

2,517.0 
2,515.9 
2,512.9 
2,474.4 
2,463.5 
2,459.3 
2,457.5 
2,452.7 
2,410.6 
2,408.9 
2,399.0 
2,339.8 
2,338.0 
2,334.8 
2,312.7 
2,293.0 
2,277.6 
2,264.1 
2,233.2 
2,228.1 


1,707 
3,062 
3,246 
1,857 
2,259 
2,633 
1,362 
1,623 
3,261 
2,962 
1,547 
2,610 
4,549 
3,319 

1,512 
2,306 
2,434 

1,517 
4,669 
3,386 
2,665 
4,298 
3,401 

1,915 
4,790 
1,470 
3,504 
3,743 
1,922 
2,997 

3,113 
2,389 
2,758 
2,655 
2,561 
3,463 
2,609 
3,636 
3,028 
3,224 
2,589 
3,502 
2,491 
2,186 
2,229 
2,921 
3,063 
1,897 
4,024 


1,849 
2,696 
2,970 
1,909 
2,295 
2,508 
1,926 
1,759 
2,942 
2,878 
1,801 
2,616 
3,755 
2,817 
1,685 
2,408 
2,482 
1,693 
3,824 
2,946 
2,469 
3,602 
3,006 
2,003 
4,520 
1,587 
3,144 
3,219 
1,847 
2,855 
2,856 
2,308 
2,648 
2,577 
2,488 
3,175 
2,648 
3,378 
2,790 
3,012 
2,459 
3,139 
2,306 
2,200 
2,125 
2,655 
2,683 
2,042 
3,227 
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TOTAL ASSETS ( сг) TOTAL INCOME (+ cr) NET PROFIT G cr) PROFIT AS % OF РОМИ (060) ОСЕ (00) EPS 


200/12 Rank 201/02 2010/1! Rank 2011/12 2010/11 Rank | TOTAL INCOME 
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SHREE RENUKA 
SUGARS SLIPS ~^. 
BY OVER 100 ° 
RANKS. ITS 
PROFITS, TOO, 
CONTRACT 


— — 
DB REALTY HAS A 


OBUST PROFIT MARGIN 


OF 70.8 PER CENT 
— 





THOUGH ITS 
PROFITS FALL, NIIT 
TECH. SEES 
SIGNIFICANT . 
INCREASE IN № 
MARKET САР 





RANK 


2012 








20119 





368 
306 


COMPANY 


Kirloskar Oil Engines 
Parsvnath Developers 

GVK Power & Infrastructure 
United Bank of India 
Kennametal India* 

Dewan Housing Finance Corpn. 
BGR Energy Systems 

Shree Renuka 5идагѕ5% 

eClerx Services * 

Sadbhav Engineering 

Wyeth 

City Union Bank 

KPIT Cummins Infosystems 
Bajaj Corpn. 

Bombay Dyeing & Mfg. Co. 
Schneider Electric Infrastructure” 
Ybrant Digital” 

Chennai Petroleum Corpn. 

DB Realty* 

Lakshmi Machine Works 

Типі Textile Mills* 

Arvind 

Bajaj Hindusthan" 

Jyothy Laboratories 

Infotech Enterprises 

Bajaj Electricals 

Vakrangee Softwares 

ABG Shipyard 

Cox & Kings” 

Fertilisers & Chemicals, Travancore* 
Birla Corpn. 

TVS Motor Co. 

Mahanagar Telephone Nigam 
Hindusthan National Glass & Industries 
PTC India 

Greaves Cotton?” 

Aban Offshore 

Sintex Industries 

Fresenius Kabi Oncology 

Tata Coffee 

Educomp Solutions 

Graphite India 

Shree Global Tradefin* 
Karnataka Bank 

Punj Lloyd 

BEML 

Allcargo Logistics** 

Nava Bharat Ventures 

NIIT Technologies 

Clariant Chemicals (India) 
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AVERAGE MARKET CAPITALISATION (: crore) 


Apr-Sep 2012 


2,212.8 
2,197.9 
2,187.0 
2,181.8 
2,153.8 
2,145.9 
2,136.4 
2,095.4 
2,078.5 
2,061.8 
2,056.9 
2,050.8 
2,049.8 
2,049.1 

2,045.8 

2,008.8 

1,974.5 
1,974.3 
1,933.7 

1,932.1 
1,928.6 
1,926.4 
1,925.7 
1,922.4 
1,913.3 
1,899.5 
1,893.0 
1,885.7 

1,884.8 

1,852.9 

1,811.1 
1,796.6 
1,794.7 
1,752.4 
1,749.9 
1,736.7 
1,720.4 
1,716.6 
1,713.8 
1,710.7 
1,704.8 
1,688.4 
1,682.2 
1,668.3 
1,665.3 
1,664.9 

1,663.2 
1,661.6 
1,661.0 

1,651.1 


Apr-Sep 2011 


Growth % 


2010/1! 


2,396 
6,408 
3,106 
1,045 
2,628 
4,818 
5,099 
1,555 
1,710 
1,838 
1,691 
1,167 
1,697 
2,014 
NA 
214 
3,642 
7,937 
2,728 
179 
1,136 
2,199 
1,929 
1,883 
2,412 
542 
1,599 
3,331 
3,188 
2,811 
2,964 
3,738 
2,062 
3,273 
2,007 
3,478 
4,716 
2,024 
995 
5,333 
1,787 
4,986 
2,150 
3,878 
4,078 
2,095 
2,728 
1,126 
1,822 


201112 


2,287 
2,169 
2121 
1,654 
2,369 
2,580 
3,451 
2,169 
1,974 
2,085 
1,830 
1,434 
1,622 
1,566 
1,579 
195 
2,946 
1,760 
2,160 
560 
2,148 
1,808 
1,475 
1,489 


952 
1,978 
2,658 
2,253 
2,419 
2,580 
2,244 
1,623 
1,986 
2,083 
2,031 
3,505 
1,810 
1,561 
2,797 
1,600 
4,626 
1,846 
1,942 
2,334 
1,943 
1,706 
1,218 
1,816 
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TOTAL ASSETS ( cr) TOTAL INCOME ( cr) NET PROFIT (cr) PROFTASYOF RONW(%) ВОСЕ (0) ЕР 


201/2 Rank 201/12 2010/1 Rank 200/12 2010/1 Rank | TOTAL INCOME 
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RANK 


2012 20119 


COMPANY 


india Infoline 
Blue Star 
Sun Pharma Advanced Research Co.? 


352 218 
353 37 
354 385 
355 464 


Eros International Media 
Solar Industries India? 
| Punjab & Sind Bank 
Radico Khaitan 
Blue Circle Services” 
State Trading Corpn. of india 
BF Utilities" | 
Hindustan Oil Exploration Co. 
Zydus Wellness 





361 319 
362 305 
363 43) 
364 433 


Gateway Distriparks 
SpiceJet 

к Апапї Raj Industries 
(478. Den Networks? - 
(39 FOC 
Persistent Systems 











KEC international 
Himachal Futuristic Communications 
Motilal Oswal Financial Services 
Vardhman Textiles 

ош ко, NM 





372 401 


373 
374 420 
LANE NE 









| | 55 Chini КЕЕ 

| Alok Industries | 
,364 Puravankara Projects | bo u 

` 366 Jindal Stainless = 0000000 

381 340 
382 326 
383 44 
384 383  IVRCL/ 
385 313 Tulip Telecom 
p 7  Unichem Laboratories | | 
418 Mahindra Lifespace Developers 
NR indian Infotech & Software? 
| | Timken Indias? BE 
| Future Ventures India" 
Navneet Publications (India 
Thomas Cook (India)4 
Glodyne Technoserve* 
SE Investments? 
Federal-Mogul Goetze (India) 4 
Hubtown” | 
Рі Industries? | 
) — Gujarat Narmada Valley Fertilizers C 
Swan Energy” E. 
` Sterlite Technologies ` 


Ballarpur Industries? 
GTL infrastructure 
Elantas Beck india 


391 
392 
393 397 
394 68 
395 4% 
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AVERAGE MARKET CAPITALISATION ( crore) 


Apr-Sep 2012 





| 1606.0 
| 1,597.6 
1,577.6 


— — — 





1,569.7 
1,567.7 
1,564.1 

1,552.4 

1,545.0 

1,538.9 
1,537.9 
1,537.0 

1,505.7 





| 1500.3 1 Г 
| 1490.8 _ 


1,487.2 





1,472.1 
1,431.0 
1,430.5 
1,420.7 
1,413.3 





ay 4,408.2 198 


1,400.0 
1,389.3 


1,380.7 
1,379.5 
1,362.5 
1,356.9 
1,346.3 


: 1344.4 14 


1,343.8 
1 337.8 


1,326.5 
1,323.8 
1,318.4 
1,318.3 

1,313.1 
1,290.3 
1,287.5 
1,279.0 


1,574.6 


1,384.4 — 
$3824 


13411. 





1328.5. yg 


Apr-Sep 201 


Growth % 


3 > 1 i 
p NETTE — PE 


2010/t1 















2011/12 


2,024 
2,188 
1,693 
1,824 
1,263 
1,843 
1,657 
913 
1,221 
2,013 
1,870 
2,025 
1,430 
1157 
1,881 


1425 


146 | 


— : i 34 


a мм | 
1650 | 









201/2 


2,545 
2,439 
94 
1,385 
485 


72,905 


1,616 
30 


6,640 
233 


2,325 
319 
835 
1,971 


ss 
859 _ 


18,335 


| 308 
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3,232 
7,350 

227 
7,414 
3,268 


2 


1,663 


450 
10% 
165 
1,113 
911 


698 
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3520. 
7,066 


COEBO 


TOTAL ASSETS @ сг) 


Rank 


3H 
495 
378 
472 
39 


359 


496 
174 


488 


317 
486 
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339 
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201 
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з |a 
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168 
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167 
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TOTAL INCOME (сг) 


201/12 






«pom 
a2 







2010/1 


800 
2,923 
35 
490 
528 
5,357. 
1702 
0 
20,756 
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IN COMMODITIES WITNESSES A NATIONAL BUILDINGS JM FINANCIAL HAS A VERY , 
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ZYLOG SYSTEMS’ BALMER LAWRIE CO. PTC INDIA'S NET PROFIT HAS 
MARKET CAP HAS A VERY HEALTHY GROWN OVER 300%, BUT 
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BP in India... 
There is energy 
in this partnership. 


BP is a leading international energy company 
having a 100 year relationship with India. 
This has been steadily built over the years 
through our presence in oil, natural gas, 
petrochemicals and our cutting edge 
lubricants, &Castrol , Now there is new energy 
in this partnership. We have invested over 
240,000 crores in India making us the largest 
international energy company here. VVe 
continue to develop local talent, deploy 
advanced competitive technology and work 
towards securing a better energy future for 
the country. BP remains deeply committed 
to India. Find out more at bp.com 
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NDIA'S MOST VALUABLE COMPANIES — THE NEXT 500 
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Twice the virtualisation. : 
-ower management costs. (intel) inside 
None of the compromises. — 94 


ou've been looking for IT solutions that meet the increasingly sophisticated demands 
n your infrastructure. IBM Flex System,” featuring Intel® Xeon” processors, provides 
implicity, flexibility and control in a system that doesn't require compromise. 





supports up to twice the number of virtual machines as the previous generation of 
lade servers! And IBM Flex System Manager" can help reduce management costs by 
roviding visibility and control of all physical and virtual assets from a single vantage point. 


ou can select individual elements and integrate them yourself or with the support 
f an IBM Business Partner. Or you can choose ап IBM PureFlex" System and 
erage IBM's expert integration for an even simpler experience. Learn more at 
m.com/systems/no compromise/in 


earn why Clabby Analytics says IBM Flex System is the best blade offering in the ч 
arket. Download the paper at ibm.com/systems/no_compromise 
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Source: CMIE Prowe 


Currently in its fifth year, IIM Shillong, the seventh IIM of the country gives a whole new dimension to education by redefining 
class teaching and learning. One of the most tech- savvy campuses of the country the institute has pioneered a number of 
initiatives in the field of sustainability and entrepreneurship. At IIM Shillong, students get limitless opportunities to reach 
their true potential and engage in a learning experience that makes them exemplary managers of new India. 













t — Ms Agatha K Sangma, MP of the 15th Lok Sabha and youngest 
= Minister of State in the current cabinet with Ms Keya 
Sengupta, Director, IIM Shillong during EmergE 2012, IIM 
Shillong’s first Entrepreneurship Summit which saw the 
presence of various eminent corporates, venture capitalists 
and angel investors from across the country. 









8 АЎ : 
YT SLE 
The fifth season of IIM Shillong Golf Cup, a flagship event of 
IIM Shillong, kicked off in the presence of eminent 
dignitaries from diverse sections of the society. 





Some of the speakers at ‘The Podium, IIM Shillong's guest 
lecture series invited corporates and change leaders to 
interact with the students and get a glimpse of North East 
India. 






Vaibhav Annam, a first year participant from IIM Shillong receives the prestigious Aditya Birla Scholarship award from 
Mrs. Rajashree Birla, Director on the Board of all the major companies of the Aditya Birla Group. 


— sage — Rajiv Gandhi 
INDIAN INSTITUTE OF MANAGEMENT, SHILLONG 


Mayurbhanj Complex, Nongthymmai, Shillong - 793014, Phone: 0364 2308000 
| | IVI Public Relations Cell: pr@iimshillong.in 


Placement Commitee: placecomm@iimshillong.in 
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th RENEWABLE ENERGY 
INDIA 2012 EXPO 


India Expo Centre, Greater Noida, Delhi (NCR) 
7 - 9 November 2012 










Asia's Largest Congregation of Renewable 


Key Conference Sessions 








Local Content Requirement : Let's Debate! | Destination India : Emerging Investment Opportunities 
Technology Access : Industry Blueprint in Giga Watt Era | Wind Turbines : Where Intelligence Prevails 
awaharlal Nehru National Solar Mission : Counting The Next Steps | Embarking Upon Indian Offshores : Taking The First Steps 
Access To Money : Is Mission Impossible... Looking Possible? | Grid Connectivity : Accommodating More Wind In The Future 


...and many more sessions on Bio Mass | Geothermal | Energy Efficiency | Energy Storage | Micro Grids 


Event Highlights 









Use Code WIN 102 to pre-register and win 
exciting prizes including Android Smart 
Phone | Solar Lamps, etc. 

www.renewableenergyindiaexpo.com 


Space 28,000sqm | Business Matching | Investor Lounge 
Exhibitors 550+ | СТО [СРО |CEO Conclaves 
Visitors 12,000-- | Theme Display Awards 
Speakers 175+ | Youth Entrepreneurial Green Awards 
Delegates 1,000+ | Lucky Draw 
Sessions 35+ i Free Shuttle Service for visitors 


Pavilions from Canada | Czech Trade | EBTC | Finland | Poland 


Supported by 





Workshops by Canadian High Commission | Cleantech Finland —— india 
& EBTC | DuPont | KOTRA | L&T Ministry of New & Renewable Energy 
Knowledge Partner Strategic Partner Outreach Partner Carbon Neutrality & Theme Drganiser 


Display Awards Partner 





Emad m $a 
21 ERNST & YOUNG Bloomberg TANE ih 
Quality In Everything We Do NEW ENERGY FINANCE | | “ШТ | iba ue 
Ernst & Young Sut. Ltd. — LE ^ : E 





Contact: hena.ahmad@ubm.com | +91 9999600622 
— www.renewableenergyindiaexpo.com ——- 





AVERAGE MARKET | TOTAL TOTAL INCOME 
CAPITALISATION t cr) ASSETS @ cr) cr) 


RANK COMPANY f í | 
2012 2019 y^ d peo je 200/12 Rank 20n/t2 Rank 


INDIA'S MOST VALUABLE COMPANIES — THE NEXT 500 


NET PROFIT 


201/12 


er) 
Rank 






ROCE 
(99) 
201/12 

























.T51 672 Phillips Carbon Black - | 472.8 
752 809 KNRConstructions* 3351 3216 42 | 
753 576 -Jyoti Structures mE | 333.9 6592 -494 
| 754 695 - _ Jyothy Consumer Products E ; 
755 ail  Pradip Overseas” mE | 3318 320.1 3.6 


| 
| “28. 8 
| 
| 
| 
| 
| 
| 
290r. - ! Astra Microwave Products _ ШЕ — ie 247, TREE 33. 5 
| 
| 


22495 63 | 
822 20 


63 | 2,462.1 

















834 Navin Fluorine Intl. - 328.9 3007 94 
mc _Nilkamal | | 327.8 459 22 
38b pelea wal T n 
: 780 Е Sasken Communication Tech. — i 


861 ` Inox Leisure 


970.6 4 T 8214 180 


| 326.8 4523 -278 
325.8 353 65] 


RIS actes idi |. 65 | ?56 430 1 
|, 325.4 3430 -52. 


4845 — 304 | |- | Ae 286 





323.2 506 -367 | 3922 — 346 | 452 ? 


4 651. | "Bhansali Engineering Polymers | 
531 











Great 0 Offshore 
luwalia Contracts (Indi aye 










E E Shirpur Gold Refinery О шшш ош ою i 2003 = 4 |i 
— _Аѕћіапа Housing | 
670 Aqua Logistics? Е | 312.7 4749 -342 | € 
LEE MEE | 
Dr emi 

849 ЕІН Associated Hotels — | 310.4 2912 66 4046 _ 
NR Industrial Investment me UE 09.4 1570 971 | 881 — 
КЕЧИ | 

784 883 HILO | | 


Ле ГҮЛГҮН eto enti Migs retentu AOR DIRE Ө руу ек ORI INS Y чүлүк елее neg 




























` 3466 














n 169 IE 354. 6_ | 306 - : 
58 dE 14558 97 







| 4M6 330 26 378 | 
50 44 






469 | 








l 233) 9526 152 









€ EF A : — 303 
= ште Se ЕТ 
ОПЕ ОЛ our 
822 Goodricke Groupa | 302.0 309 -29 
791 (88b — Amar г Remedies® Е | . . . 
793 888 И MBL Infrastructures MEM | 301. 
794 М Oswal Agro Mills” 
795 194  HimatsingKaSeile — | 301.4 3333 -96 | i 
.856 Dhampur Sugar Мп 3007 2873 47 | 2406 - 
NR Shri Lakshmi Cotsyn® | 300.6 1868 60.9 | 23199 57 
800 Кое Patil Developers | 300.0 3291 -88 
868 ССІ Products (India 298.7 242 89 
A п Fulford (ndia | 298.2 384 -92 

























298 | 5790 


179) 12532 12 — 
250 | 
(ME 





15961 - 


4333 — 324 359.6 


— 





7961 186 | | 


3070 382) 244 38 | 


9924 M| 1640 тв |: 
| 21449 — 12| 20902 46 | 10 
| 
| 325.4 2834 aa 06493 2441 40820 279 | 

33 New Delhi Television | 3251 3918 -17.0 | 7595 24 473 283 (9. 
| 
| 
этет 
= 











сёз зм 57 оз? 


Om | 12008 -a “is 
256 | 5539 245 


ов | 1,675.7 — 
479 | | 708 

| 54 m | 
675.4 205 |. 


: 
E 


T E 15984 — mM 
972.0 13 F 14.3 EXE 


2897 394 | 2200. a cp 


332.2 4433 -251 455.4 314 | азл. 280 | ou 
14058 — 127 | 21779 39 E 

| 

{ 


(22. 2) 


йв 1 


Tez = 
115. 0 


(4384. 


37. a 
38. p 
671 


25 
20.0 


270 


NE 
BI 
30. 4 — 





"o 5 — 


44 











| 


LAN 
22 | 


CURE m 


ei e ivre‏ رورا 


34 |2 
го ы 


88 
T9 


408 | 
395 | 
— 


PR a eA ما رھ اہو مات‎ ete Te ی ا نے مل ست‎ a a مہم اام ری‎ oes ممیت ماھ مید وک‎ od ry gu od ما سداد سی‎ t اة‎ n ہے وھ یا رباج ی وائ وھ مس‎ meta مہ یسیل‎ fone Pe وا‎ eru کی‎ EY КАЧ tm m dem ی یہ ی ی‎ A ro mo, ل و ا وک می‎ eara معد وچ ر رہہ‎ aS مھ ف حص‎ La می سف ھا‎ A my d o Pe 





Ф Ranks as published in last year's BT500; Parameter ranks are for within the Top 1,000 companies; Ranks have been assigned based on multiple decimals; because of rounding off, some ranks may appear incorrect; Results are audited an 
standalone; NA: Not available: na: Not applicable; NL: Not listed on the bourses; NR: Not ranked last year; КОСЕ: Return on capital employed; All data for FY ended March 2012 unless otherwise indicated; (3138 months ended Mar 201 


3$ 12 months ended March 2011 @ 12 months ended June 2011. A 12 months ended Dec 2011; Figures ín bracket denote negative numbers 
Check the performance of the BT500 companies over the past five years. Go to www.businesstoday.in/bt500 


132 BUSINESS TODAY November 11. 2012 


Source: CRIE Prov 






vernment of Kerala 


— ЦЕ 


Ве part of India's biggest shopping festival. Join the G 
Shopping Festival Season Six as a partner and make < 
brand doesn't miss out on all the action 





















Grand ways to 
get your brand noticed 


Title Sponsor 

Co-sponsors 
Associate 
Sponsors 

Preferred Brand 1 


Раппег< 
GRAND KERALA 


oliday Partners 
SH*PPING 


Event Sponsors 


erchandise — 8 FESTIVI 
15 Dec 21 | 


Coupon Sponsors 





Prize Sponsors — 
Outdoor Branding Partner: -i 






E 
— 
<» 
















Global 
Village - 
Kerala's 
Largest 

Trade Fair 









High 
Visibility 
Outdoor 
Promotions 


Kerala's 
Biggest 
Multi-media 
Campaign 





















48 Days 
across 
t Districts 


3.3 Crore 
Consumers 











artner.gksf@shoppingfestival 








RANK 


2012 


вот 
802 
воз 
804 
805 








Sit 
812 
813 
814 





PTS 
824 
825 


831 


832 
833. 
834. 







841. 


842 
843 


| 844 1000 
845 





830 ` 


AVERAGE MARKET 


CAPITALISATION е cr) 
Patt ed a Î Apr-Sep Apr-Sep Growth 
2012 201 % 


TOTAL 
ASSETS @ er) 


20/2 


Rank 


TOTAL INCOME 


( cr) 
201/12 


Rank 


INDIA'S MOST VALUABLE COMPANIES — THE NEXT 500 


NET PROFIT 


2011/12 


Rank 






ROCE 
(%) 
201/12 





| 867 
Е s 
577 
909 | 
825 


India Motor Parts & Accessories 
Reliance Mediaworks* | 
 Madhucon Projects СН 
Bliss Gvs Pharma ИИН 
Trident BEES 
80 ` Oricon Enterprises? |. | 28 
Nount Everest Mineral Water | 295.2 2702 92 | 
| | Career Point | 293.4 57 
` hhicon Parenterals (India)# - | 2 
_ SRI industries & Infrastructure” 
691 TRF (1 2 
862 — 
Um | 


Steel Strips Wheels MEM EE КЕ. 
Money Matters Financial Services ° 
McNally Bharat Engg. Co. 








— n Ye PREPARA np êve m ym esteem mg mrp Yn oft ento tr om rey туулчу mete too e pg yn 


Walchandnagar Industries" 








: A | 


444 
33| | 
| 399. | 








E 8 34 










68 | 2,0 






| 596. 6 


8230 - J 
i | 2836. Е 


4327 — 


LN 
60 


Ir 


_ Rene Holdings _ 
. Gujarat Ambuja Exports | 28 
6 Electroplast^ - ا‎ a | T 
926 ЕРС Industries n2 

332.3 


193. 4 


0.8 
“19.3 


859 ZF Steering Gear (India) 
770 ТТК Healthcare 


—— — 


FB Industries. 5 "36.9 


Ruby Mills# 489 | 8323 


Prakash Steelage* 16.1 415.6 
-55,4 
16. t 


1 4 T68 


Shriram EPC 3543 
. Suprajit Engineering — 27 
Consolidated Construction Cons. | 2 
Suashish Diamonds” — |2 | | 
Мао: Nextgen yt GENE Pu m a 
— ой Refinery“ veru Da 


916 - 
NR 
К 
875 _ 
= 





1797 Do 





: “1,677.6 


T6 
f 915. T 
17292 


2656 — 
2612 _ 


5681 





57 85 1394 
101 | 





















1 
403 | 
440 | 
105 | 


| 21388 - 





451. 2 


406.1 
315.4 
865.3 . 
211.3 
575.3 
449.4 
AIS: 3 
225. 3 


zr 170. A ГУРИН 
1830. 


143. 1 


a 


287 
E 

14 
369 
236 


Ce a a Se ee Se tamsar ana ar 8 


94 


-a 
_363_ 


E GE. 


38 | 








H 34.8 
gy 
| 







46.5 
| 14.7 





30.5. 
57.6 
24.9 
25.5 
39. — 


(0. n 





55 | 824 







Ben 45 








528 — (4 | 26. 





باد چ وو ہرد چپ یسیع ھر رر ومد امه می ———— ттүү‏ 


















416 | 


тч MM CEDE ELM RM MM tee өе CANOPEN ELE Meek CELLO LEUTE ————————————— IRR RR 










Typen инее еее чч - сеи лемле nnne mmi APA ARM RS REA ttem Mises convene чене FAIRER IP eene ел manaa n узел меер ташыгычы чуул ы нм чунчу fm ann eene tme e ELYRIA ELIA tna ada en mem 
erer navera MM M D M ————————————————— PPP IECUR: ZEE 


E PR RR i E PR 


улуна нды ле ылыныы ш ыл OE 


— ME 


prove viene tinte N NANE AIARA Arenan ban evade A ve Ht todo Mte oes egeta etn) tnra pntant i me — —— — — ———— — ———— — ——————— 


Garware Polyester * 823.6 











200 





155 








EIN Wie inne unnm VEMM AHORA ууру AATA AOTAN HAIRY ААН DV NYO MANYA RED GUY en алалат Sere m — —— emm EURAIL ro ARAPAHO ROA Pe m gyre en NA RAVA ARRAY A IIIA IRAM PA ML a ALII HIA — 


781Mnda шев, 
IR Еѕааг (india)? ——— 70.8 1006 1691 | 
— em Proteins о E 
— p dat PROPRES СС со» ЖОЕ a „ЫК Ж, 
Em RR PEE hee oe ЖИК ео 





. 5508 


NR 229.4 





135.0 — 





E 
286| 


455. а 
| 426 |. 


| d 6 
ae 
— 
73 






997, — 





JE LN 













34 076. 
463 


тане унтана чула a n E аала у= эку кете текә. кундуни ыан te atetie чч,‏ ری یہ ی رھ LANGHAM ална‏ ممه مو чү күчү унге тан еен ф REPRE‏ سی می س =< مہ سر == س س سا i‏ س Уе‏ اسر مھ تھ бле‏ یی یی ب مکی چ چ یم یہر د یم تا улаар А-А-А чуч дй азме‏ ہمہ می می و رہ NEEE‏ می م د ا 


Kokuyo Camlin 262.1 


406 


400.3 


419 





F _ Balaji Telefilms u 438.4 
| Shree Ashtavinayak Cine Visions - 


` Action Construction Equipment? 


263.9 404 m 


321 


6 | 908 ш 
539.1 


E 
280 


158.2 


1057 s 
7215 


_ 349 





Nocil 263.8 558.3 





274 | 


542.7 





223 





X —— — — —— —— HR AA REA d و‎ dem و‎ a end tide d —— үү =н ванае геам — ctae N 


Ф Ranks as published in last year's 81500; Parameter ranks are for within the Top 1,000 companies; Ranks have been assigned based on multipie decimals, because of rounding off, some ranks may appear incorrect; Results are audited ап 
standalone; NA: Not available; na: Not applicable; NL: Not listed on the bourses; NR: Not ranked last year; КОСЕ; Return on capital employed; АН data for FY ended March 2012 unless. otherwise indicated; (26 months ended March 201 GG 
months ended Mar 201144 12 топ ended March 2011. А 12 months ended Dec. 2011; Figures in bracket denote negative numbers 


Check the performance of. the BT500 companies: over the past five years. Go to WWW. businesstoday. in/bt500 


134 BUSINESS TODAY | 


November 11 2012 


Source: СМЕЕ Pray 





3 > J ` к-с. Lm | i ‘r i К = 
Cc” Ө. D Те. AD Г 


„= 


MASTERS 





INTERNAIIONAL GOLE S ELA лү [єз 
INDIA EDITION -2012 






Bengaluru Delhi Mumbai Kolkata 
29“ Sept, 2012 6" Oct, 2012 3" Nov, 2012 10" Nov, 2012 
agleton Golf Village Jaypee Greens Aamby Valley RCGC 





World finals: 
Saadiyat Beach Golf Club, Abu Dhabi 


on November 25 & 26, 2012 


Q 


Entry by invitation only 


National Sponsors 





omkar 


MD Aan TRI 
Associate Sponsors 
ioe ] 
пат Р v 
чатта — UTTAM 
Exclusive Media Partners Presenting Sponsor Event Managed By 





& Official Airlines 


PROFESSIONAL 
SPORTS GROUP 


ETIHAD 





кила а ааа аа ааа ааа ааа 

















- ` 
| 











| INDIA'S MOST VALUABLE COMPANIES — THE NEXT 500 


AVERAGE MARKET TOTAL TOTAL INCOME NET PROFIT ROCE 
CAPITALISATION (t cr) ASSETS @ cr) а) (ter) (05) 


RANK COMPANY 
Apr-Sep Apr-Sep Growth 2011/12 Rank 201/12 Rank 201/12 
2012 2018 2012 20 * 2011/12 Ran 


851 795 Sahara One Media & Entertainment® | 263.7 333.0 -20.8 0 3| 1416 407 | 01 445 | 0.01 
852 NR Munjal Auto Industries? — | 263.6 140.2 88.0 | 247. J 42] 5722 238 | 248 276 185 
853 МА Wagend infra Venture* — 263.0 317 T284 | — 09 — 494 | 86 480 | 05 — 440 | 783 
854 850 Zee News | 2626 2905 -9.6 з 38] 2919 330 | 62 387| 257 
855. _941 Everest Industries | 262. 2 2301. (4437 | 5990 263| 951. 8 156 — 368 136 | 16.24 © 
<- SPML Infra” | 2617 5920 -55.8 | 15594 12) 12441 1м | 288 250 | 3.49 
632 Global Capital Market & Infra.^ | 261.2 5379 -514 | 479 491 42 || 06 433 | 
807 | Sona Koyo Steering Systems. ШЕ? E 3234 “96| 17549 27| 12755 M | 38. | — 1t (| &85 
923 | EA 8.9 i63 eT 4 797. i 51 
786 Siyaram Silk Mills - mE es 3387 -23.8 | 728.8 222) 9364 160 | 554 123 | 1119 
3 М Granules India | 258.0 1666 549 | 5076 290 | 5735 237 | 273 262 | 746 
© NR Andhra Cements” 257.3 115 500 | 7607 28 | 825 442 | (24.6) 472 | -43T 
5 762. „Riddhi Sidahi Gluco Biois* — | | 3581 “28.3 |. 34 | 10377 
: pisse _ 202 59 | M6 490 
E NE Gayatri Projects? — A 236. e BA | 1778.8 — 97 14460 98 


EE 
E 
1 
j 
A 
А 
d 
si ; 
i ; 
$ : 
ї 
Н 
1 
i ; 
A : : 
i i Ка a H 
КОШЕ ШЫН г: TT ЕРДЕН 
H i * Н : 
i { — 
1 i 3 
| i Я 
NON UN: 
j i 
1 r3 
| ж MTS 
ci { b ne H 
i e d 
! U 
E 
i 
H 
Н 
5 
Д 
x 
I 
2 
1 
o { 
2 
i 
i 
і 
1 
1 
EI 
H 
3 
ic 
£ 
E 
i 
3 
1 
Н 
{ 
1 
E 
3 
i 
1 
3 
i 
H 
i 
$ 
$ 
i 
1 
+ 
í 
$ 
1 
3 
1 
i 
$ 
3 
i 
3 





| : ; * 
nee ES Srichakra — i | T i ET o 2 Е 5 м. ES 38 | n 7 mM (56 6 i = Is M ca iu 
ТИЕРИ EET "TES HERE — m ЗК. [wm 
D M cementation Indias — merce a a "| 12901 — ов “ "s 
O50 qur К Solis" e к — ea mu oma = Tas I 1 5! 256407 5 (3553) a" “49 ce 4091 | 
LN ae — ee — ч атл. x 3053 Lu - 240 ш 2 22095 = — 7131027 um i 03 си = ACE $9 
a P eR em | — ыо? 1 cr ы ae xm د ا‎ e 


————  — —————— ——— fans 


244.3 332. 6 -37.8 1, 852.4 57 8.8 370 0.87 





















aca e mener mee rene a SR gig TSO a Sa a (ea a treten más 


-305-..359-| g 

228 282 Г (B2 

| 36. s | 
195 | 

$8 | 04 

128 E | 


| 242.1 .7468 | 5043 292 | 
— Repro India co 1399 729 | 3591 356 
Pog ge СМНН С X CIUS M з 
б с = ene OR eS ee 
884 752 VarunShippingCo.* 240.7 3704 -35.0 38513 
885 | TO Hindustan Dorr- -Oliver^ | 2396 ATA -42.5 Yd 


D LM Kamat Hotels (nala лаа ити , Hio  204| 1648 38 | 10 46. 
9p Anil Limited” 236.1 M39 A2 


944  DiCinda —— 236.0 2290 31 | 
САД 831 SplashMedia&infra^ | 236.0 3026 -220 | 153 489 — 05s 437) 416 
891 843 National Peroxide - | 235.9 2944 -199 | 1870 435 | 

892 808 — Gokaldas Exports — | 235.0 322 -274 | 

1 827 Kalyani Steels — (2340 | 4093 A. d 207 | 12346 — 16 
785 Om Metals infraprojects* E | 2324 338. 8 | 31. 5 | | 


mé 339 [| 
Eu a ыр 






































2503 E an p m RE RN 





| oo! 
o 
(e 
Ай 


i 
785 _OmMetals infraprojects* 232 3388 -315 | 6255 21 2486 350 286 
NR RohitFerro-Tech* — — | 231.5 1983 167 | 1,3696 128) 1280 8 42 168 | 51 
4/5  JaiBalajinds.^ 2311 10864 -78.7 | 35856 27 | 23453 32 | 740 т | 278. 
NR Aksh Optifibre* | 230.6 977 1360 | 4250 329 124 475 | (418) 480 | “13.37 
NR DFM Foods | 230.3 1440 593 130 DEL 1723 388 | 104 — * J 
153 Timex Group India | 230.2 3686 -37.5 | 1008 439 | 1863 380 EE A5 35 | 594 
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and standalone; МА: Not available: na; Not applicable; NL: Not listed on fhe bourses; NR: Not ranked last year; КОСЕ: Return on capital employed; АП data. for F¥ ended March 2012 unless otherwise indicated: **15 months ended June 2011 - 
# 12 months ended March 2011 9-12 months ended June 2011 А 12 months ended Dec 2011; Figures in bracket denote negative numbets Source: СМЕЕ: Prov 
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Dr. Analia Mendez. 


an Argentinian dentist and Unilever dental research pi 


talks about what went behind devel: Pine 


PEPSODENT EXPERT PROTECTION 


Just brushing with an ordinary 
toothpaste twice a day is not enougt 
for proper oral hygiene. 





That ts why dentists like me recommend a regime | have collaborated with Pepsodent tO create Il 
for your daily oral hygiene. This regime includes most advanced toothpaste, Pepsodent Expert 

brushing with a toothpaste that has clinically Protection. This toothpaste technology has be: 
proven actives like fluoride. flossing to clean the areas inspired I^ the action of complete oral care ri 

between teeth and use of a mouthwash for a fresher that we dentists recommend 


and healthier mouth. 
That is why I use Pepsodent Expert Protectio 


But even though we recommend this regime. as a part of my daily oral care regime. 


we have seen that very few people Follow tt. 


THE PRODUCT COMBINES THE ACTION OF : 


© ® € 


TOOTHPAST MI ^ad bird MOUTHWASH 






Pepsodent has worked with dentists from around the world, 
lo create its most advanced product vet, Pepsodent Expert Protection. 
This latest technology in oral health is inspired by 


the dentist recommended oral care regime. 


"Results not equal to standalone benefits and does not replace mouthwash and floss 
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Ф Ranks as published in fast year's 81500; Parameter ranks are for within the Top 1,000 companies; Ranks have been assigned based on multiple decimals: because of rounding off, some ranks may appear incorrect; Results are audited ar 
standalone: NA: Not available; na; Not applicable; Ni: Not listed on the bourses; NR: Not ranked last year; ROCE: Return on capital employed; All data for FY ended March 2012 unless otherwise indicated; # 12 months ended March 2011 
* 12 months ended. Sep 201 А. Ak 18 monitis ended бер 2011 ; Figures in bracket denote negative numbers 
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ABB is helping construct the world's most remote offshore wind farm 
Using our eco-friendly transmission technology, this 400-megawatt 
plant is expected to avoid 1.5 million tons of CO. emissions per year 
and improve the reliability of the power grid. It’s just one of the ways 
that we, as the biggest supplier of electrical products and services for 
the wind industry, can use renewable power sources to help combat 
climate change. www.abb.com/betterworlid 








INDIA'S MOST VALUABLE COMPANIES 


Alphabetical Index of Companies Ranked 


BT 1000 COMPANY PAGE | 
RANK | 
737 Bt infotech 130 
185 3MiIndia 108 
A 

540 A27 Maintenance & Engg, Se, 122 
506 Аапјапеуа Lifecare 122 
581 Aarti industries 124 
337 Арап Offshore 14 
73 АВВ 104 
231 Abbott india TiO 
971 ABG infralogistics 140 
328 АВС Shipyard 114 
57 АСС 104 
930 Ассеіуа Kale Solutions 138 
849 Action Construction Equipment 134 
53 Адаг Enterprises 104 
54 Adani Ports & Special Eco. Zone 104 
57 Adani Power 104 
668 Adhunik Metaliks 128 
996 Aditya Birla Chemicals (India) 140 
i Aditya Birla Nuva 106 
986  Ador Welding 140 
481 Advanta India 120 
658 Aegis Logistics 128 
696 АСС Networks 128 
435 Agro Tech Foods ng 
809  Ahicon Parenterals (india) 134 
766 Ahluwalia Contracts (India) 132 
601 Ahmednagar Forgings 126 
233 АЈА Engineering 10 
497 Ajanta Pharma 120 
688 Ajmera Realty & infra india 128 
898 — Aksh Optifibre 136 
196 Akzo Nobel india 108 
925 Alembic 138 
436 Alembic Pharmaceuticals 18 
137 Allahabad Bank 106 
347  Allcargo Logistics 14 
378 Alok Industries 16 
219 Alstom india 12 
190 Alstom T & D India 108 
191 Amar Remedies 132 
255 Атага Raja Batteries 12 
49 Ambuja Cements 102 
907  Amrutanjan Health Care 138 
293 Amtek Auto 12 
258 Amtek india 12 
365 Апалі Raj Inds. 16 
152 Andhra Bank 108 
864 Andhra Cements 136 
999 Andhra Petrochemicals 140 
431 Andhra Pradesh Paper Mills 18 
698 Andhra Sugars 128 
539 Andrew Yule & Co. 122 
888 Anil Limited 136 
657  Ansal Properties & Infrastructure 128 
516 Араг Industries 126 
735  APL Apollo Tubes 130 
116 Apollo Hospitals Enterprise 106 
189 Apollo Tyres 108 
7331. Aptech 130 
TT? Aqua Logistics 132 
680 Aricent infra 128 
500 Arshiya International 120 
322 Arvind 14 
446 Asahi India Glass 118 
116  Ashiana Housing 132 
148 Ashok Leyland 106 
428 Ashoka Buildcon H8 
499 Asian Hotels (East) 120 
702 Asian Hotels (North) 130 


BT 1000 COMPANY PAGE 
. RANK 
: 37 — Asian Paints 102 
. 442 Asian Star Co. ng 
960 Assam Company India 140 
756 Astra Microwave Products 132 
609 Astral Poly Technik 126 
76 Astrazeneca Pharma India 108 
637 Atlanta 126 
505  Atul 122 
992  Aurionpro Solutions 140 
224 Aurobindo Pharma 10 
958 Autoline Industries 140 
965 Automobile Corpn. of Goa 140 
550 Automotive Axies 122 
844 AVT Natural Products 134 
29 Axis Bank 102 
B .. 
| £5 Bajaj Auto 102 
` 3M Bajaj Corp 14 
. 326 Bajaj Electricals 14 
. 195 Bajaj Finance 108 
. 100 Bajaj Finserv 104 
| 323 Bajaj Hindusthan 114 
T5 Bajaj Holdings & invst. 106 
. 847 Balaji Telefilms 134 
. 266 Balkrishna Industries 12 
: 381 Ballarpur industries 16 
` 468 Balmer Lawrie & Co. 120 
. TM Balmer Lawrie lavsts. 130 
. 377 Balrampur Chini Mills tié 
` 648 Banco Products (india) 126 
: 4| Bank of Baroda 102 
: 69 Bank of india 104 
` 250 Bank of Maharashtra 10 
494 Ваплагі Amman Sugars 120 
. 270 BASF India 12 
. 161 Bata india 108 
. 218 Bayer Cropscience 10 
. 346 BEML 14 
. 963 Bengal & Assam Co. 140 
` 478 Berger Paints India 108 
` 360 BF Utilities 11б 
` 307 BGR Energy Systems 14 


967 Bhagwati Banquets &Hotels 140 
` 764 Bhansali Engineering Polymers 132 


. 1748 Bharat Bijlee 130 
. 102 Bharat Electronics 106 
: M0 Bharat Forge 106 
. 22 Bharat Heavy Electricals 102 
50 Bharat Petroleum Corpn. 102 
916 Bharat) Shipyard 138 
; 0 Bharti Airtel 102 
109 Bhushan Steel 106 
697 Вісаге 128 
770  Binani Industries 132 
H3 Biocon 108 
331 Birla Corporation 14 
973 BL Kashyap & Sons 140 
804 Bliss GVS Pharma 134 
: 358 Blue Circle Services 16 
77 — Blue Dart Express 108 
352 Blue Star 16 
207 ВОС India no 
. 510 Bombay Burmah Trdg. Corpn. 122 
: 315 Bombay Dyeing & Mfg. Co. 14 
. 226 Bombay Rayon Fashions no 
` 843 Borosil Glass Works 134 
. 44 Bosch 102 
: 5/5 Brigade Enterprises 124 
` 151 Britannia industries 108 
. 662 BS Transcomm 128 


` 569 Butterfly Gandhimathi App. 124 
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BT 1000 COMPANY PAGE 
. RANK 
789  Byke Hospitality 132 
545 С Mahendra Experts 122 
12 Сада Healthcare 104 
20 Cairn india 102 
915 Can Fin Homes 138 
iQ Canara Валк 104 
251 Carborundum Universal 12 
808 Career Point 134 
83 Castrol india 104 
464 (CCL Internationa! 120 
199 CCL Products (India) 132 
738 Ceat 130 
157 Central Bank of India 108 
879 Century Enka 136 
414 Century Plyboards (india) 18 
246 Century Textiles & Inds. 10 
724 Сега Sanitaryware 130 
22 CESC 10 
239 Chambal fertilisers & Chemicals 10 
997 Chartered Logistics 140 
. 318 Chennai Petroleum Corpn. 14 
` 252  Chettinad Cement Согра. 12 
280  Cholamandalam Inv. & Finance Co. H2 
565 Chromatic india 124 
47 Cipla 102 
646 Citurgia Biochemicals 126 
32 City Union Bank 14 
350 Clariant Chemicals (india) 14 
425 Claris Lifesciences ng 
254 CMC НА 
. 130 Cri FRE 130 
. 4 Coal India 102 
. 989 Cochin Minerals & Rutile 140 
: 15 Colgate-Paimolive (india) 104 
. 649 Commercial Eng. а Body Build. — 126 
: 647 Commex Technology 126 
. 832 Consolidated Constr. Consortium 134 
- 92 Container Corpn. of India 104 
- 20 Core Education & Technologies 10 
: 132 — Coromandel International 106 
` 153 Corporation Bank 108 
. 329 Cox & Kings 14 
м Crisi! 106 
. 1289 Crompton Greaves 106 
: 89 Cummins India 104 
dD... 
67 Dabur India 104 


45!  Daimia Bharat Enterprises 120 
995  Datamatics Global Services 140 
149 DB (International) Stock Brokers 130 


28 08 Corp 10 
319 DB Realty 14 
911 DCM 38 
495 DCM Shriram Consolidated 120 
747 DCW 130 


595 Deccan Chronicle Holdings 124 
420 Deepak Fertilisers & Petro. Corp. 18 


376 Delta Corp 16 
366 Вел Networks 16 
229 Пепа Вапк 10 
448 Development Credit Bank 18 
306 Dewan Housing Finance Corpn. 14 
899 DFM Foods 136 
796 Dhampur Sugar Mils 132 
632  Dhanliaxmi Bank 126 
634  Dhanuka Agritech 126 
692 Dhunseri Petrochem & Tea 128 
722 Diamond Power infrastructure 130 
889 DIC India 136 


. BT1000 COMPANY 
` RANK 


| 666 Disa India 


144 Dish TV India 

590  Dishman Pharma. & Chemicals 
86  Divi'S Laboratories 

40  DLF 

998 DO Entertainment (interni) 

43 Dr. Reddy's Laboratories 

526 Dredging Corpn. of india 

TH —Dynamatic Technologies 


309  Eclerx Services 

294 Edelweiss Financial Services 
341  Educomp Solutions 

158 Eicher Motors 


c 945 ECL 

. 2F ElO-Parry (india) 

. W9 EH 

: 780 ЕН Associated Hotels 
. 383 Elantas Beck India 

- 555 Elder Pharmaceuticals 
` 625 Elecon Engineering Co. 
- 563 Electrostee Castings 
. 42 Electrosteel Steels 

. 403 Еді Equipments 

` B6 Emami 

. 943 Emami Paper Mills 

. 984 Етсо 

: 660 Empire Industries 

: ¥7 Engineers india 

. 785 Entegra 

` 444 Entertainment Network (India) 
| 822 EPC Industrie 

: 282 Era infra Engg. 

: 354 Eros International Media 
. 840 Esaar (India) 

. BA Esab india 

: 535 Escorts 

: 644 Ess Dee Aluminium 

: 139 Essar Oil 

. 200 Essar Ports 

. 574 Essar Shipping 

: 600 Essel Propack 

: 855 Everest Industries 
778 Everest Kanto Cylinder 
"6H  Everonn Education 

` 96  Exide Industries 


: 275 ҒАС Bearings india 
: 682 Fairfield Atlas 


964 Falcon Tyres 

845 Fame India 

36; FDC 

138 Federal Bank 

395 Federal ‘Mogul Goetze (india) 
330  Fertilisers & Chem. Travancore 
994 Нет Industries 

219 Financial Technologies (india) 
512  Finolex Cables 

524  Finolex Industries 

690  Firstsource Solutions 

592  Fiexituff international 


` 507 Forbes & Co. 


567 Force Motors 
1981 Fortis Healthcare 


. 6/8 Ғоѕесо India 
. 339 Fresenius Kabi Oncology 
. 800 Fulford (India) 
466 Future Capital Holdings 
: 390 Future Ventures India 


PAGE 
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RANK 


26 
1000 
sni 
461 
951 
872 
974 
838 


BT 1000 COMPANY PAGE | 
Gabriel India 130 
GAIL (India) 102 
Gallantt Metal 140 
Gammon india 124 
Gammon infrastructure Projects 120 


144 BUSINESS TODAY 






Gandhi Special Tubes 140 
Ganesh Housing Corpn. 136 
Garden Silk Mills 140 
Garware Polyester 134 
Gateway Distriparks 16 
Gati 132 
Gayatri Projects 136 
Genesys international Corpn. 124 
Geodesic 130 
Geojit B N P Paribas Fin. Services 128 
Geometric 126 
GHCL 128 
GIC Housing Finance 126 
Gillette India 106 
Gitanjali Gems no 
Glaxosmithkline Cons, Healthcare 104 


Glaxosmithkline Pharmaceuticals 104 
Glenmark Pharmaceuticals 106 
Global Capital Market & Infra. 136 


Global Offshore Services 140 
Globus Spirits 136 
Glodyne Technoserve 16 
GMR Infrastructure 106 
Godawari Power & Ispat 130 
Godfrey Phillips india 0 
Godrej Consumer Products 104 
Godrej industries 106 
Godrej Properties 108 
Goenka Diamond & Jewels 124 
Gokaidas Exparts 136 
Gokul Refoils & Solvent 120 
Goodricke Group 132 
Goodyear India 122 
Granules India 136 
Graphite India H4 
Grasim Industries 104 
Gravita india 118 
Great Eastern Shipping Co. 108 
Great Offshore 132 
Greaves Cotten 114 
Greenply industries 126 
Grindwell Norton 16 
GRP 138 
Gruh Finance 12 
GTL 128 
GTL Infrastructure 16 
Gujarat Alkalies & Chemicals 120 
Gujarat Ambuja Exports 134 
Gujarat Apollo Inds. 138 
Gujarat Fiuorochemicals 108 
Guiarat Gas Co. 108 
Gujarat industries Power Co, 120 
Gujarat Mineral Devp. Corpn. 108 
Gujarat N Е Coke 120 
Gujarat Narmada Valley Fert, Со. 116 
Guiarat Natural Resources 128 
Gujarat Pipavav Port 12 


Gujarat State Fertilizers & Chem, 110 


Gujarat State Petronet 108 
Gulf Oil Corpn. 120 
GVK Power & infrastructure 14 
Hanung Toys & Textiles 132 
Hathway Cable & Datacam 12 
Hatsun Agro Products 120 
Havells india 106 
Hawkins Cookers 120 
HBL Power Systems 128 
HCL Infosystems 120 


INDIA'S MOST VALUABLE COMPANIES 


ВТ 1000 COMPANY 


_ RANK 


HCL Technologies 

HDFC Bank 

HEC 

Heidelberg Cement India 
Hercules Hoists 

Heritage Foods (india) 
Hero Motocorp 

Hexa Tradex 

Hexaware Technologies 
Hikal 

HIL 

Himachal Futuristic Comm. 
Himadri Chemicals & Inds. 
Himatsingka Seide 
Hindalco industries 
Hinduja Global Solutions 
Hinduja Ventures 
Hindustan Composites 
Hindustan Construction Co. 
Hindustan Copper 
Hindustan Dorr-Oliver 
Hindustan Media Ventures 
Hindustan 011 Exploration Co. 
Hindustan Petroleum Corpn. 
Hindustan Unilever 
Hindustan Zinc 


136 
120 
16 
106 
102 
102 


Hindusthan National Glass & Inds. 14 


Hitachi Home & Life Sol. (India) 
Hi-Tech Gears 

HMT 

Honda Siel Power Products 
Honeywell Automation India 
Hotel Leelaventure 

Housing Development & infra. 
Housing Dev. Finance Corpn. 
KSIL 

HT Media 

Hubtown 


ІСІ Bank 


ICRA 

IDBI Bank 

idea Cellular 

IDFC 

IFB industries 

ЕСІ 

IL&FS Engg. & Construction Co. 
IL&FS Investment Managers 
IL&FS Transportation Networks 
india Cements 

india Clycols 

india Infoline 


india Motor Parts & Accessories 


India Nippon Electricals 
Indiabulls Financial Services 


134 
138 
10 
126 
12 
18 
10 
102 
120 
12 
16 


102 
18 
104 
102 
104 
134 
12 
126 
124 
10 
T2 
128 
16 
134 
140 
106 


Indiabulls infrastructure & Power 124 


Indiabulls Power 

indiabulls Real Estate 
indiabulls Securities 

indian Bank 

indian Hotels Co. 

indian Hume Pipe Co. 

indian Infotech & Software 
indian Metals & Ferro Alloys 
Indian Oil Corpn. 

indian Overseas Bank 

indo Rama Synthetics (India) 
indoco Remedies 
Indraprastha Gas 
Indraprastha Medical Corpn. 
ind-Swift Laboratories 
indusind Bank 

Industrial investment Trust 
infinite Computer Sol. (India) 
info Edge (india) 

infosys 
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Ne 
140 
106 
108 
136 
16 
122 
102 
106 
130 
124 
10 
132 
136 
104 
132 
128 
108 
102 


. BT1000 COMPANY 
. RANK 


infotech Enterprises 

ING Vysya Bank 
ingersoli-Rand (India) 
Innoventive Industries 

Inox Leisure 

Insecticides (India) 

Inventure Growth & Securities 
Ipca Laboratories 

IRB Infrastructure Developers 
isgec Heavy Engg. 

ISMT 

HC 

ITD Cementation india 

m 

IVRCL 


J Kumar Infraprcjects 


Jagatjit Industries 
Jagran Prakashan 

Jai Balaji Inds. 

Jai Corp 

Jain Irrigation Systems 
Jaiprakash Associates 
Jaiprakash Power Ventures 
Jammu & Kashmir Bank 
Jamna Auto Inds. 

Jay Shree Tea & inds. 
Jayant Agro-Organics 
Jayaswal Neco inds. 
Jaypee Infratech 


J8 Chemicals & Pharmaceuticals 


JBF industries 

Jet Airways (India) 

Jindal Cotex 

Jindal Drilling & inds. 
Jindal Poly Films 

Jindal Saw 

Jindal South West Holdings 
Jindal Stainiess 

Jindal Steel & Power 
Jindal Worldwide 

JK Cement 

JK Lakshmi Cement 

JK Paper 

JK Tyre & Inds. 

JM Financial 

JMC Projects (india! 

ЈК industries & infrastructure 
JSW Energy 

JSW ispat Stee! 

JSW Stee! 

Jubilant Foodworks 
Jubilant Industries 
Jubilant Life Sciences 

JVL Agro Inds. 

Jyothy Consumer Products 
Jyothy Laboratories 

Jyoti Structures 


Kajaria Ceramics 


Kalpataru Power Transmission 
Kalyani Steels 

Kama Holdings 

Kamat Hotels (India) 
Kanani industries 
Kanoria Chemicals & Inds. 
Kansai Nerolac Paints 
Karnataka Bank 

Karur Vysya Bank 
Karuturi Global 

Kaveri Seed Co. 

Kavveri Telecom Products 
KCP 

KCP Sugar & Inds. Corpn. 
KEC Internationa: 


PAGE 


114 


126 
136 
10 
136 
18 
10 
104 
106 
108 
126 
136 
140 
126 
106 
124 
120 
10 
136 
124 
122 
10 
122 
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Now, align your data centre architecture 
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Only InfraStruxure adapts quickly to your 
specific business needs Infrad? truxure 


The flexibility of the Infra: 


Introducing Next Generation InfraStruxure architecture 
Whether you have just acquired a new company or must increase its ever-expanding | 
customer or inventory database capacity, you're most likely facing pressing 
demands on your company’s IT infrastructure. Your existing data centre 
infrastructure may not be able to handle these up-to-the-minute changes. That's 
where Schneider Electric™ steps in with its proven high-performance, scalable 
data centre infrastructure. As the industry's one-of-a-kind, truly modular, adaptable, 
and ‘on-demand data centre system, only InfraStruxure™ ensures that your data 
centre can adapt effectively, efficiently, and, perhaps most important, quickly, to Ep Extend thi 
business changes. | 





InfraStruxure data centres mean business! 

A data centre means business when it is available 24/7/365 and performs at 
the highest level at all times, is able to adapt at breakneck speed, lets you 
add capacity without waiting on logistical delays (е.9., work orders), enables IT 
and facilities to keep pace with the business in a synchronised way, continues Scale 
to achieve greater and greater energy efficiency — from planning through 
operations — and is able to grow with the business itself. What's more, our 
comprehensive life cycle services help InfraStruxure data centres retain business 


value at all times. 








The triple promise of InfraStruxure deployment 
InfraStruxure fulfills our triple promise of superior quality, which ensures highest 
availability; speed, which ensures easy and quick alignment of IT to business 


needs; and cost savings based on energy efficiency. What better way to mean Arc 
business than to enable quality, speed, and cost savings — simultaneously? — — 


Business-wise, Future-driven. ` 
Discover which physical infrastructure management 





tools you need to operate your data centre. E 
Download White Paper #104 today — 10 lucky Schneide r 
respondents can WIN a telescope. iP E | 
À i 
Visit www.SEreply.com Key Code 46664y Call 1800-4254-272/877 ес! 
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Touching a billion lives. 
Everyday 


The PROPEL range of petrochemicals from IndianOil's 
world-scale plants that produce Polymers, PX/PTA 
and Linear Alkyl Benzene (LAB) have wide and variec 
applications that range from consumer durables 
automotive components, household goods and aircraf! 
interiors to paints and eco-friendly detergents 
Products that touch a billion people in a million ways 
with the promise of better and safer living 





PROPEL Polymers and other Petrochemicals - Reinforcing 
IndianOil's everlasting bond of energy with the nation 


PROPEL 


100% TRUST 





100% VALUE 
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rivate-equity (PE) giant 


India, however, it has 
followed a different game plan to 
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BULLISH 
STANCE 


Why PE firms are investing in NBFCs 


led other global PE firms entering 


KKR & Co is famous Poor returns from India to learn from its mistakes and 
worldwide for its big- "equity business ; due to focus on lending to a different seg- 
ticket acquisitions. In | ow valu ati ons ment- corporate houses. 


But why are global PE firms. 
which normally pick up equity 
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expand. KKR has lent more than $1 v3 xiting investments . stakes in companies they invest in. 
billion since early 2011 to Indian „and spotting new bullish on corporate lending when 
companies through KKR India opportunities proving it comes to India? 

Financial Services Ltd, a non-bank- difficult “МВЕС are a good proxy for m- 
ing finance company (NBFC) it has set DSP Gt uno DIEQUE DIIS De DOS vestment in a highly regulated 
up here. KKR also bought a 16 per . Promoters | banking sector.” says Saniay 
cent stake in Kolkata NBFC Magma unwi i ing to divest i in Chamria, Vice Chairman and 
Fincorp Ltd in May last year. volatile market Managing Director, Magma 


KKR's approach is fast becoming 
a trend in the country. Many other 
PE firms have also set up, or invested 
in. local NBFCs to extend loans to 
Indian companies. Goldman Sachs 
and Everstone Capital Partners 
joined hands to start Indostar Capital 
Finance Pvt Ltd in 2009. Early this 
year, Warburg Pincus agreed to buy 





on banks to len for rea 1 


Fincorp. Banks, for instance. must 
keep 4.5 per cent of their deposits 
with the Reserve Bank of India (RB 
and invest 23 per cent of their de- 
posits in liquid assets including 
government bonds and gold. They 
must also advance 40 per сеги t of 
loans to priority sectors such as 
agriculture. NBFCs are not bound by 








a majority stake in Future Capital estate and capital such restrictions. 
Holdings and invested $50 million in market activities Private-equitv plavers are set- 


Jaipur-based AU Financers. Apollo 
Global Management, one of the larg- 
est PE firms in the world, has tied up 
with ICICI Venture to undertake 
structured debt financing activities 
through an NBFC. 

To be sure. this is not the first time 
that PE-backed NBFCs have started lending in India. Six 
years ago, Temasek Holdings, a PE firm owned by the 
Singapore government, formed an NBFC in India to offer 
personal loans to lower-income and self-employed people. 
The NBFC, Fullerton India Credit Company Ltd. rapidly 
expanded in the first one-and-a-half years. It opened more 
than 800 branches and hired 8,000 people. In 2008/09, 
Fullerton had revenue of 3900 crore and broke even. But 
the global economic crisis hit it hard. Job losses and salary 
cuts led to loan defaults and it posted a loss of 3721 crore 
in 2009/10, Since then, it has closed several branches, 
trimmed its workforce and changed its focus to expand its 
secured portfolio that includes loans for autos and gold. 
The steps helped Fullerton improve its financials. Its fate 
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IPO and other sources 
of raising money dried up 
for companies 
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ting up NBFCs also because of the 
high returns PE firms can get from 
lending. The PE firms bring in capi- 
tal — proprietary or borrowed from 
foreign banks ~ at interest rates of 
three to four per cent and lend to 
Indian companies at interest rates 
as high as 18 to 24 per cent, says an executive with a 
global PE firm. This at a time when volatile stock markets 
are making it tough for PE firms to generate high returns 
bv exiting their previous investments. 

Market volatility means also that promoters of com- 
panies are reluctant to sell shares to meet their funding 
needs. Banks have so far been the major source oi fu nds 
for companies. "This is because the corporate bond mar- 
ket is not well developed and there are restrictions on 
companies seeking to borrow from overseas, savs 
Vikram Chachra, founder of PE firm Eight Capita 
Advisory Services. But banks are now turning cautious 
because of rising bad loans. In fiscal vear 2! 011/12. 87 
companies sought permission from their indeed o re 
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“We require sizeable and meaningful 
institutions in India to meet the growing 
credit needs of the corporate sector” 


Vimal Bhandari, Managing Director and CEO, 
Indostar Capital Finance Pvt Ltd 


structure 167,889 crore in loans. In the April to July 
period of this fiscal year, 68 companies sought to recast 
debt worth 444,410 crore. Ratings firm Crisil estimates 
the total restructuring portfolio of banks at a record 33.25 
trillion (one trillion equals 100,000 crore) this fiscal year. 

This is where PE-backed NBFCs are filling the gap. "The 
NBFC structure gives PE firms the flexibility to offer struc- 
tured debt and mezzanine financing.” says Sanjeev 
Krishan, Executive Director, PricewaterhouseCoopers 
India, an audit and consulting firm. Mezzanine financing 
involves debt that is converted into equity if it is not paid 
in time. It is not only small or mid-sized companies that 
are raising debt from these NBFCs. Big names such as the 
Analjit Singh-led Max India Ltd and an investment com- 
pany owned by steel tycoon Sajjan Jindal have raised a 
total of 131,200 crore from ККК India Financial to repay 
existing debt and expand their businesses. "The borrower 
gains also from the PE firm's global experience in dealing 
with various sectors," says Krishan. 

Such deals are raising eyebrows, however. Critics say 
these NBFCs are aggressively lending to sectors where 
banks have regulatory limitations. "The monev from 
global PEs is finding its way into sectors where foreign 
capital is restricted," says the CEO of a local PE firm who 
does not wish to be named. 

Another executive at a local PE 
firm says global PE players have 
“devised a way to circumvent” the 
RBI's rules governing external com- 
mercial borrowing (ECB). The RBI, 
lor instance, caps the interest rates 
that local companies can pay for 
overseas debt at 350 basis points 
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The restructuring 
portfolio of banks this fiscal 
year according to Crisil 





“NBFCs are a good proxy for investment 
for a private-equity firm in a highly 
regulated banking sector” 


Sanjay Chamria, Vice Chairman and Managing Director, 
Magma Fincorp Ltd 


above the London Interbank Offered Rate (LIBOR) if the 
maturity period is less than five years. NBFCs backed by 
global PEs lend at much higher rates. The RBI also bars 
companies raising overseas borrowings to use such funds 
for investments in the capital market and the real estate 
sector. The NBFCs are lending for such purposes as well. 

There are other concerns as well. These NBFCs are al- 
lowed to borrow funds in India up to six times their capi- 
tal. Since the NBFCs have a high capital base, this multi- 
plies the risk for the financial sector. Indostar, for example, 
has a capital base of nearly 11,000 crore and, therefore, 
can borrow up to 36,000 crore. In comparison, many top 
NBFCs that are not backed by global PE firms, such as 
Reliance Capital and Shriram Capital, have capital bases 
just a quarter of Indostar's. "High capital makes PE-backed 
NBFCs undertake big lending transactions, which if they 
go bad, could create risk for the system,” says a banker. 

Unlike banks, these NBFCs are also flexible in accept- 
ing collateral. They can lend against a corporate guaran- 
tee provided by the borrower's foreign partner, or a plot 
of land, and against shares pledged by promoters. Last 
year, Ashwin Dani, a promoter of Asian Paints, ap- 
proached a PE-backed NBFC for a 3300 crore loan against 
shares. His investment company, Geetanjali Trading, 
which holds a 16 per cent stake in 
the paint major, walked away with 
a cheque from the NBFC without any 
hassles. “It (real estate and margin 
lending) is 30 to 40 per cent of the 
market opportunity,” says an execu- 
tive with a global PE firm that runs 
an NBFC in India. 

Spokespersons for NBFCs counter 
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the allegations by noting that India's corporate debt 
market is at a nascent stage and there are not many op- 
tions available to companies to raise funds. “We require 
sizeable and meaningful institutions to meet the growing 
credit needs of the corporate sector,” says Vimal 
Bhandari. Managing Director and CEO, Indostar Capital. 
Indostar claims 60 to 70 per cent of its loan book is simi- 
lar to any bank's loan book. The remaining exposure 
comprises loans against property. acquisition financing 
and related activities. 

It is not as if the RBI has turned a blind eye towards 
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crore capital. The number of such NBFCs jumped from 151 
in March 2006 to 295 in March 2010, and their assets 
more than doubled to 35.67 trillion from 32.51 trillion. In 
its report submitted in August 201 1, the panel says bor- 
rowing by NBFCs from banks has risen in the last few 
years. "That means transferring the risk to NBFCs, which 
have the freedom to lend to any sector." it says. 

The report also says that “a number of NBFCs are ap- 
parently capitalised only with equity, but the investment 
in their equity capital is based on funds borrowed off- 
shore." These companies, therefore, are circumventing 
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requirement of currenc permission made asset finance NBFCs with 
NBFCs raised to futures for mandatory for companies, asset base of 
15 per cent hedging takeovers defined over 3100 crore 


global PE-backed NBFCS. It has been tightening the regula- 
tions governing NBFCs for the past couple of years. The 
steps include increasing the capital adequacy require- 
ment of NBFCs to 15 per cent from 12 per cent in February 
2011 (see Such a Long Journev). In March this year, the 
central bank capped the amount that NBFCs can extend 
as loan against gold as collateral. 

According to an RBl-appointed committee headed by 
former Deputy Governor Usha Thorat, India has about 
12,500 NBFCs. More than 70 per cent of NBFC assets are 
with those the RBI classifies as systemically important — 
NBFCs that do not take deposits and have more than 3100 


152 BUSINESS TODAY November 11. 2012 


the capital controls on overseas borrowings. it adds. The 
panel suggests enhancing the capital adequacy norms for 
NBFCs and higher provisioning for risky lending. The 
central bank is expected to take a call on the committee's 
recommendations soon. 

Many expect a more stringent regulatory environ- 
ment for systemically important NBFCs. "There will be 
complete clarity on NBFC guidelines once the RBI imple- 
ments the Thorat committee's recommendations." says 
Magma Fincorp's Chamria. ® 








Send your comments fo editor bt@intoday.com 
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Dear Shareholders 

On behalf of the Board of Directors of your Company, Oil India Limited, itis my pleasure to extend a very 

warm welcome to all of you to the 53° Annual General Meeting 

Several major activities have been implemented during the year, as well as several initiatives, in 

addition, have also been taken for the growth and expansion of the company 

The Fiscal 2011-12 for your Company has been marked with a number of significant achievements 

These include 

* Highest ever annual production of Crude oil and Condensate in the history of the Company at 3.847 
MMT which is 102.3% of the planned target. More importantly, it has been possible to maintain the 
growth rate in production over the last five years 

* Highest ever total production of Natural Gas at 2633.29 MMSCM during the year 

* Highest ever Natural Gas sale of 2093.02 MMSCM in a year 

* Production of LPG was 52020 MT which is 15.57% higher than 2010-11 

* Record Profit After Tax (PAT) of 3446.92 crore during the year, a growth of 19.36% over the PAT of 
the previous year 

* The turnover for 2011-12 is * 9863.23 crore as compared to * 8320.60 crore for the corresponding 
period last year, showing an increase of 18.54% 

* Earnings per Share (EPS) had increased to 7 57.34 in 2011-12 compared to 48.04 in 2010-11 

* Highest ever Dividend payment of 400% (475% on pre-bonus issue Share Capital) 

* The Company issued bonus shares in the ratio of 3:2 (1.e. 3 (three) equity shares of € 10/- each fully 
paid up for every 2 (two) existing equity share) by capitalization of the securities premium account 

* A total of seven hydrocarbon discoveries were made in the Upper Assam basin during 
the year 

* Hydrocarbon reserve accretion during the year 2011-12 was 9.54 MMSKL (O+OEG) of oil and gas, 
thus achieving the "Very Good" target set in this regard in the MOU with GOI 

* In its endeavour to harness Unconventional Energy, OIL commissioned a 13.6 MW wind turbine plant 
at Ludhureva in Jaisalmer District in Rajasthan 


You will be happy to learn that your Company has 

received a large number of appreciations and 

recognitions for its achievements in different fields 

during the year. These awards and recognitions 

demonstrate total dedication and concerted efforts | 

ofall Oil Indians. Salient amongst these are 

1. Company of the Year Award by Indian 
Chamber of Commerce, supported by the 
Department of Public Enterprises 
Government of India 

2. Golden Peacock Award for Corporate 
oGovernance 

3. Greentech Environment Award 2011 in Gold Category in the Oil and Gas S 

4. NDTV Business Leadership Award in the Oil and Gas Sector 2010-11 
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5. The SCOPE Award for Excellence and Outstanding Contribution to Public Sector Management - 
Individual Leader, PSE Category 2009-10 
6. IPE HR Leadership Award from the Institute of Public Enterprise (IPE) at the World HRD Congress 


During the year 2011-12, domestic crude oil production was 38.10 MMT about 1% higher than 2010-11 
The country imported over 80% of its crude requirement. The total Natural Gas production was around 
47 55 billion cubic meters, a shortfall of 8.9% over previous year. India imported 172.11 million tonnes of 
crude oil for domestic consumption during 2011-12, which was 5 % above crude oil imports of 163.59 
million tonnes in 2010-11 


Your Company continues to be the second largest national oil and gas Company in India in terms of total 
proved plus probable oil and natural gas reserves and production for the year 2011-12. In the first nine 
rounds of NELP bidding your Company had acquired thirty three blocks, either alone or in partnership 
with other national or international companies with operatorship in twelve blocks 
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During 2011-2012, your Company achieved the highest ever production of crude oil at 3.847 MMT. The 
terminal crude oil production rate as on 31“ March 
2012 was 3.93 MTPA. You will appreciate that this is a 
2 very noteworthy achievement since our production 
comes from ageing fields in the North East. Production 
of natural gas during the year was 2633.29 MMSCM 
which is also the highest ever by the Company. Your 
Company has a strong oil and gas reserve base and 
as of March 31, 2012 the Company's 2P reserves 
stands at approximately 1.5 billion barrels of Oil * 
OEG. Your Company made seven new oil and gas 
discoveries during the year in the State of Assam 
These discoveries have opened up new avenues 
which reflect a significant growth potential. Your 
Company also produced 52020 MT of LPG during 2011-12 which is 15.57% higher than 2010-11 





Your Company has earned highest ever Profit After Tax of * 3446.92 crore during the year 2011-12 
against * 2887.73 crore earned during 2010-11, a jump of 19.36%. This was mainly due to higher 
production of crude oil and gas and also higher realization of crude oil and natural gas price, increase in 
transportation tariff and higher interest income. This achievement is inspite of having provided subsidy 
discounts to the tune of 7351.77 crores as compared to ? 3293.08 crores during corresponding period 
during 2010-11 to Oil Marketing Companies to compensate for their under recoveries in line with 
Government policy. Improved financial performance has helped your Company increase its net worth to 
17721 crores as against € 15602 crore during the previous fiscal 
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During the year under review, your Company has issued bonus shares in the ratio of 3:2 (i.e 
equity shares of 1 *0/- each fully paid up for every 2 (two) existing equity share of 110/- each | 
up), by capitalization of the securities premium account 


Your Board of Directors are pleased to recommend a final dividend of * 5 per equi 
(50%) on the pos’-bonus issue share capital, subject to the approval of the shareholdet 
ensuing Annual General Meeting. The total dividend for the year 2011-12 on the pre-bon 
share capital will be 7 47.50 (previous year ? 37.50) per equity share of * 10 each. Your Comp 
made substantial contribution both to the State and Central exchequer in terms of Cess, 
Sales Tax etc. The contribution to the State Exchequer during the year was & 1865.53 crore ar 
the Central Government was 7 3908.62 crore. It is also a matter of great pride that your Co 
audited annual accounts have "Nil" comments from the Comptroller and Auditor General of 
the Tenth year in succession 


EGY FOR GROWTH 
* focus areas for growth of your Company broadly cover the following: 
nsive Exploration to enhance reserves base; 
uisition of discovered / producing properties for inorganic growth; 
nsification of IOR/EOR activities; 

thest emphasis in the areas of HRD. HSE and Corporate Governance; 


tected diversification in the E&P value chain and non-conventional energy (CBM, Shale Gas, 
ale Oil, LNG and renewable energy). 
ORATION AND PRODUCTION 
iompany's focus remains on our core business of exploration and production of hydrocarbons 
е continue to accelerate our Exploration, Development and Production activities. High-tech 
intions through improved oil recovery (IOR) and enhanced oil recovery (EOR) schemes, and, 
i reservoir management in the existing mature fields remain the top priority of your Company. 
ah induction of state-of-the-art and fit for purpose technology, it has been possible to achieve 
in production on a year on year basis over the last few years from these matured fields 
WCTION OF NATURAL GAS 
Company achieved the highest ever 
Фоп and sale of 2633.29 MMSCM and 
2 MMSCM respectively during the year. The 
t gas production potential is about 7.0 
MD from our Assam and Arunachal Pradesh 
and about 0.80 MMSCMD from the Rajasthan 
"We are working towards building up its gas 
tion potential to a level of 10 MMSCMD in the 
=ast by drilling of non-associated gas wells 
ykover of shut-in gas wells and adoption of 
» well completion technology. 
šast bid round for CBM, your Company won а 
Mock along with M/s Arrow Energy (now Dart 
w Ltd), who will act as the operator. Work is in 
sss in the block as per work programme. 
ARCH & DEVELOPMENT 
ompany gives due importance to continuous upgradation of technologies and expertise in 
в areas of activities through its own Research and Development Centre. In its well equipped 
entre, your Company continues to undertake applied research activities to find solutions to 
м field problems. 
SEAS PARTICIPATION 
sompany now has overseas presence in nine countnes, with acreage of 38695 Sq kms. In Areas 
102/4 in Libya (comprising of 5 Blocks), where your Company has 50* Participating Interest 
operator, minimum work programme (MWP) has been completed in both the blocks and 
& are in hand for relinquishment of the same. In the other non-operated blocks 95/96 acquisition 
seismic and first phase of 3D seismic survey have been completed. In Gabon, exploratory 
"1 have been identified for drilling of 2 committed wells to be started by September 2012-13 
be completed by early next year. In Timor Leste, one well drilled did not encounter any 
arbon and consortium has initiated action to relinquish the block. In the Farsi Offshore Block in 
amic Republic of Iran, three rounds of negotiations for the development service contract (DSC) 
eld with Iran authorities. Work progress during the year was severely affected due to the 
© geo-political situation. In Yemen, physical activities in the block area have been badly 
d due to political crisis in Yemen. Currently, seismic data acquisition is in progress in block 83. 
епа, the JV block license has been converted to mining lease OML 142. Seismic data 
ition in the block is expected to start shortly. In Egypt. civil unrest in the MENA region has 
id operational activities in some of the overseas assets of your Company. In the Project 
bo 1, Venezuela, as per the work programme, drilling of stratigraphic wells has started and 4 
stratigraphic wells have been completed. All other activities related to different contracts, civil 
seismic, drilling rigs hiring etc are ongoing at a good pace to bring the first oil by 2013. 
ЯМЕ TRANSPORTATION 
three segments of pipeline operations 
sd uninterrupted throughput, achieving 
aghput of 99.57% of the off-take in 
against 99.5% in 2011. The crude off- 
ft 6.740 MMT was 11.15% higher in 
‘om 6.064 ММТ in 2011. The crude oil 
ne operations thus ensured 
Tupted operation. Our revenue from 
nation increased by 89.06% to 2 
6 crore in fiscal 2012 from * 243.51 
Yfiscal 2011. 
WABLE ENERGY 
indeavour to harness Unconventional Energy, your Company commissioned а 13.6MW Wind 
е plant at Ludhureva in Jaisalmer District in Rajasthan. The plant was commissioned on 31st 
2012. OlL's wind farm was successfully connected to the power grid of Rajasthan Rajya 
Utpadan Nigam Ltd (RRVUNL). 
your Company's maiden venture into renewable energy sector. Your Company has plans to 
) larger projects in the ensuing financial year in both Wind Power and Solar Power. 
NRESOURCE-OUR ASSET 


Ymense happiness and pride | wish to state that your Company has a great team of employees. 
nly believe that the prosperity of our business depends on successfully developing an 
ted community of motivated and innovative employees, who possess a high level of morale by 
ig opportunities for challenging work, personal development, growth and recognition. 
llingly, we nurture an environment to sustain a positive culture and core values which would 
ıously inspire human resources to achieve excellence in all endeavors. 
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We have a strong team of 8096 employees, who, through their competence. COMMIT 
exemplary endeavors are giving shape to our corporate vision and are building а robust tuture tor Thr 


Company and the nation. 

HEALTH, SAFETY, ENVIRONMENT 

Your Company is deeply committed to the preservation of the environmen! and ecology. Sustainabi 

development and enrichment of the quality of life of employees, customers and the community aroun 

its operational areas. 

Some of the new initiatives taken by your Company towards preservation о? the environment 

safety are: 

* Mapping of carbon footprint has been completed for all the operational areas of OIL an 
corrective measures for the same 

* Another comprehensive audit of High Pressure wells have been carried oul lo make an assessment oڑ‎ 
water resources, accessibility and vulnerability for preparedness in the event ої a disaster 

* Amunicipal solid waste disposal and treatment plant for Duliajan township nas been set ur 

* Action has been initiated for a consultative study to achieve Zero Flare of Natural gas 

Your Company with its deep conviction as a responsible corporate citizen adheres to the following three 

basic principles viz. - Production without pollution; All injuries and accidents are preventable. and Care 

and protection of our planet is a responsibility of each individual 

CSR INITIATIVES 

Your Company makes an attempt to invest technology with a human face through its socal welfare anc 

community development initiatives which focus on the key areas of education, healthcare and the 

overall development of basic infrastructure in and around its operational areas Under our various 

schemes we also continued to provide assistance to various localities and villages for augmenting 

infrastructure by building roads and bridges, rural electrification etc. As per the guidelines we earmar 

2% of our net profit for CSR activities 


GROWTH VISION 


With a view to meet the Country's growing energy 
demands, your Company has accelerated its 
exploration programme in frontier areas in the 
North East, which have proven hydrocarbon 
resources and increased its drilling operations in 
the region. We are accelerating our work in our 
NELP blocks and success in our exploration 
ventures in these blocks and overseas will 
augment the production potential further. Down- 
stream integration, City-Gas distribution, new 
Pipeline business and entry into the non- 
conventional energy sector are new horizons to 
be conquered as the opportunities arise. 


CORPORATE GOVERNANCE 


We have always been proud of our robust and transparent processes and structures m place. These 
progressive systems ensure proper accountability and effective timely disclosures/reporting. The 
effectiveness is evident from the fact that the Company has consistently had clean audit reports. Our 
Corporate Governance practices meet the stipulations of Regulators including the DPE Guidelines 
Your Company also gives due importance to Investor Relations. 

CONCLUDING REMARKS 

It has been my privilege to preside over this AGM of your Company. The excellent performance of the 
Company on all fronts has been recognized by the market and your efforts have been duly rewarded by 
sustained positive market sentiments. Your belief and faith in OIL will take your Company to new heights 
inthe coming years. 

ACKNOWLEDGEMENT 

In conclusion, on behalf of the Board of Directors of your Company | thank all our stakeholders for thes 
continued support, whose trust and confidence are pillars of strength in all our endeavors 

The Board wishes to thank the Government of India, various State Governments. Ministry of Petroleu: 
and Natural Gas and other related ministries and the Governments of all the 
operates for their valuable support and guidance in your Company's business 

| also take this opportunity to thank all Shareholders, Investors. Bankers, Financia 
Business Associates, Customers and other stakeholders who have been a source of strengt 
Finally, your Company's achievements and dreams for the future are the result of untiring efforts 
commitment and dedication of each and every member of OIL family and we owe our gratitude to ther 
would also like to thank my colleagues on the Board of the Company for thew valuable contribution: 
steering the Company to higher level of achievements. 

Let me re-assure you that, it shall always be our sincere endeavour in continuing the efforts to mainta 
OlL as a world class organisation, in line with the Company's Vision 

Wish you all the best! 

Jai Hind 
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Fed up of procedural delays, a few global oil exploration 
companies are looking to exit India. 


By ANILESH S. MAHAJAN 





ndia's oil and gas explorations 
face fresh hurdles. While New 
Delhi has never been able to 
attract top multinational en- 
ergy giants to drill in its territory. it is 
now scaring away even the few for- 
eign plavers which did venture here. 

The main reason is the delay in 
granting approvals for exploration 
activities. Italian exploration major 
Eni SpA, Australia's Santos, and the 
UK-based Foresight Group are among 
those looking to exit. Exploration 
work is stuck also at blocks awarded 
to the Australian company. BHP 
Billiton Petroleum, and Canada's 
GeoGlobal Resources. In fact, bu- 
reaucratic delay was the reason 
Norway's Statoil ASA and Brazil's 
Petroleo Brasileiro SA both cited 
when, in 2010, they pulled out of a 
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venture with state-run Oil and 
Natural Gas Corporation to develop 
a block in the Krishna-Godavari ba- 
sin, olf India's east coast. 

These companies came to India 
after winning blocks auctioned un- 
der the New Exploration Licensing 
Policy (NELP), which ended state 
monopoly in oil and gas exploration. 
The policy was decided upon in 
1997/98 to boost local exploration 
and production work, and also at- 
tract foreign players. 

Increasing local output is essen- 
tial as India imports nearly 80 per 
cent of its crude oil needs. In 
2011/12, India spent $140 billion 
(27,26 trillion: one trillion equals 
100,000 crore) on oil imports, up 40 
per cent from the previous year. The 
country produced 177 million metric 


tonnes of crude oil during the 11th 
Plan period of 2007-12, missing the 
Plan target by 1 4 per cent. Output of 
natural gas in the same period was 
216.6 billion cubic meters. 16 per 
cent short of what was hoped for. 
NELP has not been very successful 
in attracting foreign direct invest- 
ment (FDU into the oil and gas sector. 
FDI inflows into the sector from April 
2000 until July 2012 were only 
$5,14 billion, shows latest data from 
the Department of Industrial Policy 
and Promotion. This is just three per 
cent of the total FDI inflows into India 
during the period. The policy also has 
largely failed in luring global giants 
such as Exxon Mobil, Chevron, ВР, 
ConocoPhillips, and Royal Dutch 
Shell. In NELP's latest ninth round of 
bidding in 2010, foreign plavers 








placed just seven bids. In compari- 
son, global companies had submitted 
35 bids in the sixth round in 2008, 
just before the recession. 

The oil ministry does not appear 
to be worried about the trend. “The 
response from the international com- 
panies cannot be termed as poor,’ 
said R.P.N. Singh. Minister of State in 
the oil ministry, in a statement to 
"arliament during the monsoon ses- 
sion in August. "Decisions of the 
bidders are guided by various factors 
like perception of an individual com- 
pany in the context of opportunities 
available in other parts of the world, 
business strategy, technical and fi- 
nancial capabilitv. 

industry players are not con- 
vinced. "You cannot expect big oil 
companies to come and run from 
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pillar to post for permissions. 
Especially when you do not have 
large reserves to show, and globally 
there are avenues where they can 
invest and earn much more.” says 


Vikram Singh Mehta. Chairman of 


the Shell group of companies in 
India. "Currently, if you have 30 
days to complete Stage One of the 
work, the permissions come on the 
28th day, and then the government 
expects things to be done in next two 
days.” (Mehta is set to leave Shell 
India in October-end.) 

Aashish Mehra, partner at global 
consultancy Strategic Decisions 
Group. points to the delay in govern- 
ment approvals for Vedanta 
Resources's purchase of a controlling 
stake in Cairn India Ltd from Scottish 


explorer Cairn Energy Plc. "We have 
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also seen how it was made difficult 
lor BP when it wanted to buy 30 per 
cent in Reliance Industries Ltd's 


blocks.” he adds. “It disturbs the for- 
eign players. This delay is criminal.” 

Among the foreign firms which 
seem to be led up of the delays is Eni 
SpA. The company plans to exit all its 
three blocks. It also wants to sell its 
H7.16 per cent stake in the Mumbai- 
listed Hindustan Oil Exploration 
Company. Exploration work at a 
block near the Andaman and 
Nicobar islands was stalled after the 
Department of Space said the block 
fell in the trajectory of the Indian 
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Foreign Direct Investment in India’s oil and 


rocket stage impact zone. A senior oil 
ministry official, who is privy to the 
developments, said the ministry has 
taken up the matter with the prime 
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gas sector from April 2000 to July 2012 


minister's office (РМО). 

Eni's block in Rajasthan is stuck 
as well. The block falls under a pro- 
tected forest area, and Eni was re- 
quired to take permission from the 
Supreme Court to undertake explora- 
tion. The oil ministry official said the 
company did not take the court's 
permission, and has also not made 
the minimum investment required 
by its contractual obligations. The 
ministry is contemplating action 
against Eni, which could include a 
penalty, the official added. Eni India 
Managing Director Sergio Laura de- 
clined to comment. Cesaro Fabio, an 
Italv-based spokesperson for Eni, also 
refused to respond. 

Meanwhile, Santos International 
Operations Pty Ltd is embroiled in a 
diplomatic row between India and 
Bangladesh. Santos had won two 
blocks in the sixth round of NELP. 
These two blocks. in the Bay of 
Bengal, cover an area of 16.500 sq. 
km, and both countries have claimed 
territorial rights in the region. 
Chandran Vigneswaran. a spokes- 
person for Santos, says the company 
is not in a position to provide an up- 
date on the subject. The foreign min- 
istry has taken up the issue with the 
jangladesh authorities, but nothing 
has been achieved as vet. 

Foresight Group, which has an 
| 1.11 per cent stake through group 
company Hallworthy in a Rajasthan 
block, is looking for a buyer, says its 
Chairman Ravi K. Mehrotra. There 
have been delays in granting permis- 
sions for the block. Foresight had 
earlier abandoned another block, off 
the west coast of Kerala, because ol 


low prospects. "The day I get a buyer 
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We are pleased to congratulate Ms. na Ѕипаагагат; (MBA I| Finance), for 
representing India in the HPAIR (Harvard Pea tor Aller and International Relations) 
conference at Harvard University in Feb. 2012. She p d a paper on “The Role of 
Social Enterprises in Emerging Markets", and also participated in several Business Planery 
Sessions and workshops. 











We also congratulate the Placement Advisory Team for bagging lucrative Final Placements 
(Average CTC: INR 11.61 Іра) and bright Summer Internships - 2012 and 2013 for our 
students among top global organizations. 
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Last Date for Registration with SNAP: 23rd November 2012 
SNAP Test Date: 16th December 2012 
Last Date for Registration with SIBM Pune: 13th December 2012 
Last Date for Payment of Fees for SIBM Pune: 15th December 2012 
Visit www.snaptest.org and register for SNAP 2012 
For further details on SIBM Pune, log on to www.sibm.edu or mail us on 
admissions@sibmpune.edu.in 
Dr. Vivek Sane 


Director, SIBM Pune 
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| will move out and invest in a more 
lucrative market,” says Mehrotra. 
“The government never compen- 
sates us for delays. It should under- 
stand that there is a cost involved.” 
Canadian operator GeoGlobal 
has postponed its investments till the 
next financial year. The home and 
civil aviation ministries had refused 
to grant the company permission for 
aerial surveys to help determine the 
geology of its two blocks in the 
Naxal-prone region of Maharashtra. 
BHP Billiton Petroleum had to 
stop exploration work at its 10 off- 
shore blocks, off the west coast near 
Mumbai, after the Indian Navy ob- 
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jected to the company carrying out 
surveys in the navv's practice areas, 
“This is despite the defence ministry 
clearing these blocks for survey and 


initiation of work,” says a company 


“The day | get a 
buyer | will move out 
and invest in a more 
lucrative market" 


Ravi K. Mehrotra, 
Chairman, Foresight Group 





SOHO WYHNAHS 


H 


MMM 


UO5I*SOTFEUWUIAEPOIEIPU! 


l/ {MMT 


India’s crude oil output during 2007-12, 
14 per cent lower than the XIth Plan target 


executive who refused to be identi- 
fied. Other officials say BHP has in- 
vested more than $35 million for 
initial work at the blocks where it 
partners India’s GVK Petroleum. 

On May 12, the company in- 
formed the oil ministry about work 
having been halted at the blocks. The 
ministry has asked the Directorate 
General of Hydrocarbons, its techni- 
cal wing. for a proposal that can be 
taken up with the defence ministry. 
Antonios Papaspiropoulos, a spokes- 
man for the company, says it is 
“working closely with the Indian 
government to find a solution to se- 
cure access to its blocks” awarded in 
the seventh and eighth NELP rounds. 
He refused to give details. 

The oil ministry says it is aware 
of the problems the foreign explorers 
are facing. In the first week of June, 
the ministry made a presentation 
before Pulok Chatterjee, Principal 
Secretary to the Prime Minister, ap- 
prising him of the ambiguity in 
granting permissions at various lev- 
els and asking for an inter-ministerial 
group to be set up to clear the maze. 
On September 14, Oil Secretary С.С. 
Chaturvedi said the government is 
taking stock of the situation and that 
the PMO has set up an inter-ministe- 
rial committee, chaired by the cabi- 
net secretary, to resolve the issues. 

But many are unimpressed by 
the oil ministry's seeming efforts. 
“You do not require policy decisions 
to expedite approvals,” says Mehra of 
the Strategic Decisions Group. “This 
only needs government action. We 
are keeping our fingers crossed." Ф 
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They don't want a "relationship" with you. Just help them make good choices. 
By PATRICK SPENNER and KAREN FREEMAN 
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are pushing them away with relentless 
and ill-conceived efforts to engage. 

That's a key finding of Corporate Ex- 
ecutive Board's multiple surveys of more 
than 7,000 consumers and interviews 
with hundreds of marketing executives 
and other experts around the world (see 
About the Research). Our study bored in on 
what makes consumers “sticky” ~ that is, 
likely to follow through on an intended 
purchase, buy the product repeatedly. 
and recommend it to others. We looked 
at the impact on stickiness of more than 
40 variables. including price. customers’ 
perceptions of a brand. and how often 
consumers interacted with the brand. The 
single biggest driver of stickiness, by far. 
was "decision simplicity" — the ease with 
which consumers can gather trustworthy 
information about a product and confi- 
dently and efficiently weigh their purchase 
options. What consumers want from mar- 
keters is, simply, simplicity. 

Consider the marketing activities of 
two digital camera brands. Brand A's 
search engine strategy is to pick up any 
consumers who are searching common 
digital camera terms and direct them to 
the company website. There they find ex- 
tensive technical and feature information 
and 360-degree rotatable product photos, 
all organised and sortable by model. In 
stores, shelf labels list key technical attri- 
butes. such as megapixel rating and mem- 
ory, and provide a QR code that takes con- 
sumers to a mobile version of the brand's 
website. where they can dig more deeply 
into product specifications. 

Brand B's search engine strategy is 
to first understand the consumer's intent 
and where in the search process she is 
likely to be. Why does she want a cam- 
era? Is she just starting to look, or is she 
ready to buy? The company guides those 
in theearly stages ofinvestigation to third- 
party review sites (where its cameras get 
good marks) and directs consumers who 
are actively shopping to its own web- 
site. User reviews and ratings are front 
and centre there, and a navigation tool 
lets consumers quickly find reviews that 
are relevant to their intended use of the 
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camera (family and vacation photogra- 
phy. nature photography, sports pho- 
tography. and so on). In stores, Brand B 
frames technical features in nontechni- 
cal terms. Instead of emphasising mega- 
pixels and memory, for example. it says 
how many high-resolution photos fit on 
its memory card. The OR code on shelf dis- 
plays leads to a simple app that simulates 
one of the camera's key differentiators, 
a photo-editing feature. 

The highly detailed information Brand 
A provides at every step on the purchase 
path may instruct the consumer about 
a given camera's capabilities, but it does 
little to facilitate an easy decision. Brand 
B simplifies decision making by offering 
trustworthy information tailored to the 
consumer's individual needs, thus help- 
ing her traverse the purchase path quickly 
and confidently. Our research shows that 
customers considering both brands are 
likely to be dramatically more "sticky" to- 
wards Brand B. 


Making Decisions Simple 
For a marketing organisation, what does it 
take to acquire sticky consumers? 

Our study found that the best tool for 
measuring consumer-engagement efforts 
is the "decision simplicity index," a gauge 
of how easy it is for consumers to gather 
and understand (or navigate) information 
about a brand, how much they can trust 
the information they find, and how read- 
ily they can weigh their options. The easier 
a brand makes the purchase-decision 
journey, the higher its decision-simplicity 
score. Brands that scored in the top quar- 
ter in our study were 86 per cent more 
likely than those in the bottom quarter to 
be purchased by the consumers consider- 
ing them. They were nine per cent more 
likely to be repurchased and 115 per cent 
more likely to be recommended to others. 

Shifting the orientation towards de- 
cision simplicity and helping consum- 
ers confidently complete the purchase 
journey is a profound change. one that 
typically requires marketers to flex new 
muscles and rethink how they craft their 
communications. Some practical les- 
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ADEA IN BRIEF _ 


For many 
consumers, the 
rising volume 

of marketing 
messages is 
overwhelming. 
Rather than pulling 
customers into the 
fold, companies are 
pushing them away 
with relentless 

and ill-conceived 
efforts to engage. 


To make customers 


"sticky" - that is, 


likely to follow through 
on an intended 
purchase, buy the 
product repeatedly, 
and recommend 

it - marketers must 
simplify consumers' 
decision making and 
help them navigate 
the purchase journey. 


The most effective 
marketers use 
three tactics: They 
minimise the number 
of information sources 
consumers must 

touch as they move 
confidently towards 

a purchase; provide 
trustworthy sources of 
product information 
and recommendations; 
and offer tools that 
allow consumers to 
weigh their options 

by identifying the 
features that are 

most relevant to them. 


RESTS © 


STORE — 





ethnic wear | club wear | FORMALS | semi formals | casuals | accessories | bespoke tailoring 
165 Commercial Street, Bangalore | NOW АТ UGF, MANTRI SQUARE, MALLESHWARAM, Bangalore | www.pre 






67 4 симе 


+. BEEE PEDRE ha eae ——— 








Businesses broadly misjudge what consumers want from them 
online. In particular, marketers often believe that consumers 
interact with them on social media to join a community and feel 
connected to the brand. But consumers have little interest in 
having a relationship beyond the merely transactional. Their top 
reasons for connecting online: to get information and discounts, 


and to buy things. 
CONSUMERS’ BUSINESSES’ 
ACTUAL REASONS PERCEIVED REASONS 


why they interact with 


: , эу why consumers follow 
companies via social sites 


them via social sites 
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sons can be drawn from brands that are 
leading the way. The processes of aiding 
navigation, building trust, and making 
it easier to weigh options often happen 
simultaneously, or at least aren't strictly 
linear, but for clarity we'll discuss them 


Aiding navigation. In demanding 
ever more attention from overloaded 
consumers, brands ultimately lead them 
down unnecessarily confusing purchase 
paths. Creating a more efficient path 
means minimising the number of infor- 
mation sources consumers must touch 
while moving confidently towards a pur- 
chase. The savviest brands achieve this 


This approach is especially foreign to 
marketers because in many cases the sim- 
plest, most confidence-inspiring learning 
path involves touchpoints that are outside 
a brand's direct control. Often what a con- 
sumer needs is not a flashy interactive ex- 
perience on a branded microsite but a de- 
tailed exchange with users about the pros 
and cons of the product and how it would 
fit into the consumer's life. 

Marketers face two practical chal- 
lenges here. First, how can they detect 
where a given consumer is on the pur- 
chase path and what information she 
most needs? Second, how can they ensure 
that consumers they direct to third-party 
information sources will come back? 

To answer the first question, frontier 
marketers are using big data and sophis- 
ticated analytics to map consumers' pur- 
chase paths. One electronics company has 
gathered data from four major sources — 
social media monitoring, ad-effectiveness 
and campaign-tracking information, 
clickstream analysis, and individual con- 
sumer surveys — to identify common pur- 
chase paths. It studies the resulting maps 
to determine the volume of traffic on vari- 
ous paths, which paths inspire the most 
confidence, which touchpoints are best 
suited to conveying which types of mes- 
sages, and at what points consumers lose 
confidence or defect. 

Brands pursuing decision-simplicity 
strategies make full use of such informa- 
tion to assess where consumers are on the 
path and to direct them to the best touch- 
points. Certain auto manufacturers, re- 
tailers, and travel brands have been sifting 
through consumer search data to learn 
how search terms and the type of search 
platform (say, mobile versus desktop! indi- 
cate consumer intent and position on the 
path. They've found, for example, that 70 
per cent of those using a mobile device to 
search are within a few hours of making 
a purchase, whereas 70 per cent of those 
using a desktop are roughly a week away. 

Moreover, by analysing search terms, 
companies can discern what information 
the consumer most needs next. Someone 
who searches a general term like "luxury 
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Over the past two decades, a wide range of 
experiments has shed light on how an excess of 
information and choice impairs decision making. 


fo, пе of the most common consumer responses 
l 0 to the excess is to forgo a purchase altogether. 
ND" Ina classic experiment, Sheena Iyengar, then 
a doctoral student and now a professor at Columbia 
Business School, set out pots of jam on supermarket 
tables in groups of either six or 24. About 30 per cent 
of those who were given six choices bought some jam; 
only three per cent of those confronted with 24 choices 
did. As the psychologist Barry Schwartz demonstrates in 
The Paradox of Choice, an excess of input leads to angst, 
indecision, regret, and ultimately lowered satisfaction 
with both the purchase process and the products 
themselves. Dozens of related lines of research confirm 
what now seems like common sense: Too much choice or 
too much information can be paralysing. 
Consumers themselves say they're overwhelmed. A 
2004 survey conducted by the market research firm 
Yankelovich found that two-thirds of respondents feit 
“constantly bombarded with too much marketing and 
advertising.” (And it's safe to say that eight years later, 
the bombardment has only increased.) The implication 
for marketers is clear: Aggressive engagement that 
overloads consumers’ already-saturated brains may 
backfire. But the hundreds of marketing executives we 
interviewed told us that their engagement strategies 
were designed expressly to achieve more-frequent 
interaction and deepened relationships. 

Compounding the overload problem is the human 
penchant for overthinking trivial decisions and second- 
guessing. The explosion of messages and product data 
feeds this tendency, one consequence of which is 
a "spiral of discontent.” Research by the University of 
Florida's Aner Sela and Wharton's Jonah Berger shows 
that the more challenging a decision is to make, the 
more important people imagine it to be. Think about 
consumers trying to choose among an array of poorly 
differentiated products, such as digital cameras: The 
difficulty of wading through the choices increases the 
perceived importance of the decision. This in turn causes 
people to spend even more time and effort on the 





decision; which further increases its apparent importance. 


A trivial purchase decision can thus spiral into a ⸗ 
disproportionately complicated and time-consuming one 
- and the process creates consumers who are less happy, 
not more. Indeed, 41 per cent of those we surveyed 
expressed anxiety about the purchases they had made, 
and 20 per cent conducted research affer the purchase, 
still looking to validate their decisions. 
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sedans” is at an early stage compared with 
someone who searches a specific phrase like 
"BMW vs Audi." Decision-simplicity market- 
ers would guide the former to the latest auto 
reviews for their sedans and the latter to an 
enthusiastic owner community. If the late- 
phase consumer was using a mobile device 
(indicating that he was probably out and 
about), the search engine would serve up a 
paid link to a dealer locator with a click-to- 
call feature that enabled him to easily set up 
a test drive. 

Building trust. In the context of decision 
simplicity, "trust" isn't about trusting the 
brand; it's about trusting the information 
gathered. Marketers often miss this point 
and put their efforts into activating brand 
recommenders who simply focus on prod- 
uct features and benefits. Consumers also 
need information about an adviser's decision 
criteria and brand usage. 

What does trusted advice look like? Con- 
sider the current "haul video" phenomenon 
among teenage girls. After shopping at a 
mall, many girls upload YouTube videos of 
themselves talking about their haul (pur- 
chases). In the videos, they discuss not just 
what they bought but also why, and how 
they plan to mix their new items with the 
rest oftheir wardrobe. This takes the compli- 
cated world of teen clothing and accessories 
- a world fraught with danger from shifting 
trends and overwhelming choice — and sim- 
plifies it, by showcasing fashionable peers 
who offer trustworthy guidance. In essence, 
the "hauler" cuts through the seemingly in- 
finite options and provides decision-making 
criteria. J.C. Penney and American Eagle 
have capitalised on the phenomenon by 
hosting unbiased haulers on their sites and 
in their digital communications. Neither 
retailer requires that the haulers show only 
brands purchased at its store, and the haul- 
ers are transparent about their links to the 
companies (Penney, for instance, gives its 
star haulers gift cards). 

Information about the adviser also helps 
build trust. Disney has done an outstand- 
ing job in this regard with its Walt Disney 
World Moms Panel. A selected group of 
Disney World veteran moms answer ques- 
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tions from consumers who are planning 
Disney vacations. In one recent case, 
a consumer asked about good viewing 
places for the parade; she had two children 
who wouldn t be able to stand the whole 
time. She got perfectly tailored advice from 
Jackie 5. With 25 Disney World trips under 
her belt, Jackie has the experience to make 
her information credible. Consumers can 
get a further sense of her reliability by re- 
viewing her profile on the Disney World 
website and reading about her family, her 
hometown, and even how she met her 
husband. Such details matter: They help 


consumers assess the trustworthiness of 


the advice they re getting and allow them 
to judge how well that advice applies to 
their own situations. 

The lesson for marketers: Build cadres 
oftrustworthy advisers rather than simply 
developing recommenders who will push 
the brand. Then aggregate their advice 
and make it easy for consumers to discover 
and use it, as J.C. Penney - whose haul vid- 
eos get hundreds of thousands of views — 
so successfully does. 

Making it easier to weigh options. To 
help consumers evaluate choices. most 
brands describe their differentiating fea- 
tures and benefits. Some go a step fur- 
ther, offering buying guides containing 
side-by-side brand or product compari- 
sons. For example, a bank might compile 
a catalog of its checking account options 
that lists the features of each one. Both 
approaches provide lots of information. 
but neither offers much guidance, leaving 
the consumer as confused as ever about 
the "best" choice. 

Brands need to take a different tack. 
Except in cases of low-value products, con- 
sumers increasingly expend most of their 
effort learning about and weighing their 
choices. For items costing more than $50. 


a quarter of customers report that most of 


their effort is spent on product research. 
About 20 per cent say that most of their 
effort is spent on comparison shopping. 
The marketer's goal is to help custom- 
ers feel confident about their choice. Just 
providing more information often doesn't 
help. Instead, marketers need to provide 
tools that allow customers to identify and 
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weigh the features that are most relevant 
to them. A classic example is De Beers's 
use of the "4 Cs" (cut, colour, clarity, and 
carat) to frame the complex and often 
vexing comparison of diamonds. The 
4 Cs simplify the buying decision by giv- 
ing consumers confidence that they are 
weighing the essential leatures of the dia- 
monds they re considering and making an 
informed choice. 

However, many brands have made the 
weighing process harder by introducing a 
dizzying array of SKUs. Crest's website, for 
example, details 35 types oftoothpaste. Al- 
though a consumer can sort them accord- 
ing to a few characteristics ~ “Лауоцгехре- 
rience,” “dentist inspired,” “fresh breath,” 
"classic" — there's little to help her figure 
out which features are most important to 
her and which paste is her best choice. Are 
"dentist-inspired" pastes better in her case 
than "classic" pastes? Buying guides ofthis 
sort make the mistake of appearing to offer 
guidance while actually complicating the 
decision process. 

Marketers, especially those with an 
abundance of SKUs, need to help custom- 
ers control the weighing process. Herbal 
Essences does a good job with an online 
decision guide to its shampoos. The guide 
provides substantial detail but also makes 
narrowing and tailoring one's choice 
an easy. transparent, step-by-step pro- 
cess. One-click questions about hair type. 
length, and texture (straight, short, fine, 
thick) and other needs (colour treatment, 
volume) allow the visitor to rapidly sort 
through more than three dozen offerings 
tofind the ideal one. 

Technology can also address consum- 
ers weighing woes by allowing them to 
sidestep the process altogether. Consum- 
ers are likely to feel confident about rec- 
ommendations that are based on their 
own purchasing data or other past behav- 
iour, because those things are typically ac- 
curate gauges of prelerence. 5hoeDazzle. 
com and JustFab.com - clubs for shoe lov- 
ers ~ collect "personality" information on 
each member, such as favourite fashion 
icons and general shoe preferences (heel 
size. colour, and so on) and tailor sugges- 
tions accordingly. The Spanish bank BBVA 
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ABOUT 


THE RESEARCH 


Over a three-month 
period, Corporate 
Executive Board 
conducted pre- and 
post-purchase surveys 
of more than 7,000 
consumers in the US, 
the UK, and Australia, 
covering a wide range 
of ages, income levels, 
and ethnicities. 
Respondents were 
asked dozens of 
questions about their 
attitudes and purchase 
experiences across 

a variety of price 
points and channels in 
categories, including 
apparel, cars, luxury 
goods, one-time items 
(such as airline tickets), 
and ongoing services 
(such as cell phone 
Service). 

Questions explored 
shopping duration, 
effort required, 
purchase-related 
research, the 
consumer's state of 
mind, his relationship 
with the brand, the 
frequency of his 
interactions with 

the brand, and 

the likelihood of 
repurchasing and 
recommending. 

In addition, we 
interviewed 200 CMOs, 
brand managers, and 
other marketing 
executives representing 
125 consumer brands 
in 12 industries globally, 
asking about their 
strategies and beliefs 
concerning drivers of 
stickiness. 








makes personalised recommendations for 
financial products after assessing individ- 
ual consumers’ spending behaviour — as 
reflected in credit card histories and ques- 
tionnaires — and comparing that behav- 
iour with the spending of peers. In each 
case, the company eliminates much if not 
all ofthe hassle of weighing choices by pro- 
viding a likely best choice at the outset. 


Putting It Together 

No company that we know of has fully 
integrated the three components of a 
decision-simplicity strategy — but Intuit 
is among those out in front. Consider its 
software product TurboTax. Tax prep is 
complex. and consumers have a range 
of options, from accountants to software 
programmes to pencil and paper. Within 
software itself. there's a potentially bewil- 
dering array of choices. Intuit has made a 
concerted effort to simplify those choices 
by helping consumers navigate, trust, and 
weigh information along the path to pur- 
chase, as we'll describe below. Christine 
Morrison. the head of social media at Tur- 
boTax, says: “We've seen dozens of areas 
where simplifying decisions for consumers 
pays big dividends.” 

Navigation. TurboTax created a cus- 
tomer forum, called TurboTax Live Com- 
munity, where visitors can ask product, 
tax, and support questions and share 
information. It contains a database of an- 
swers provided by customers and experts. 
To ensure relevance, an algorithm serves 
up the five most common answers to a 
given question. For example, a user on the 
mortgage-deductions screen will find an- 
swers to questions about deduction limits 
and how to calculate deductions for the 
purchase of a house. TurboTax users don't 
pay for the software until they file their 
taxes; Live Community helps drive conver- 
sion by shepherding consumers through 
the tax-prep process to completion. provid- 
ing the right information at the moment 
it's needed. To date more than 12 million 
users have engaged with the community. 

Trust. Intuit provides more than 
160.000 unfiltered user reviews and rat- 
ings on the TurboTax website and helps 
consumers find the most relevant ones. 
The ratings range from one star to five: the 





inclusion oflow ratings boosts consumers’ 
confidence, showing them that Intuit isn’t 
cherry-picking its reviews. Consumers can 
use the “folks like you” tool to sort evalua- 
tions according to reviewers’ marital sta- 
tus, life situations, and major tax events. 
They can find reviews written by friends 
or family by connecting to Facebook or 
Twitter ~ TurboTax encourages custom- 
ers to post on either site when they've 
completed their taxes, and the postings 
constitute what are in effect consumer- 
generated, highly trusted banner ads. The 
conversion rate of those ads is 30 per cent 
higher than that of TurboTax's regular 
banner advertising. 

Weighing options. The TurboTax 
home page shows basic product choices 
arrayed side by side for easy comparison. 
It includes a “help me choose” function 
that allows consumers to go through a 30- 
second “check the boxes that apply” exer- 
cise. This not only guides them to the prod- 
uct most suited to them but also shows 
why that product is their best choice. 

In addition, Intuit lets consumers filter 
user reviews by prior tax-prep method so 
that they can read what reviewers with 
similar tax-prep histories have said about 
switching to TurboTax. This helps them 
answer the question “What would it be 
like to change to TurboTax from what I 
use now?” 


Given the rapid expansion of social 
and mobile technologies, marketers will 
have ever-increasing opportunities to 
bombard consumers. And if history is any 
guide, that's exactly what they'll do. But 
in their aggressive efforts to engage with 
their customers. they'll only make the 
decision journey more complex and con- 
fusing. Marketers who focus on simplify- 
ing consumers' decision making will rise 
above the din, and their customers will 
stick by them as a result. @ 


Patrick Spenner and Karen Freeman 
are Managing Directors at Corporate Ex- 
ecutive Board. This article was published 
in Harvard Business Review, May 
3012. Copyright © 2012 Harvard Busi- 
ness School Publishing Corporation. 
All rights reserved. 


From 2 November, fly daily via Abu Dhabi 
to Europe, USA, Africa and the Middle East 
from Ahmedabad with Etihad Airways. 


Introducing Etihad Airways — a superior way to travel 
economy. We treat our passengers as Guests, that's 
why we offer leather-trimmed seats, a wider choice 

of award-winning cuisine and over 600 hours ol 
on-demand entertainment. All in economy. Fly via 

our home Abu Dhabi and on to over 270 global 
destinations, including the USA, UK, Africa and the 
Middle East. An economy service even à movie star 
would be impressed with? That's why we've been voted 
the World's Leading Airline’ three years in a row. 








Hope in the 
Festive Season 


Invest in commodities, as their demand usually rises as the 
big festivals arrive. By RAHUL OBEROI 


he festival season, which starts 
in August, is the best period for 
commodity investors, It starts 
with Raksha Bandhan and ends 
with Diwali. This is followed by 
the peak marriage season. High demand in 
this period generally leads to firming of prices 
of many agricultural products and precious 
metals. Most of these commodities give posi- 
tive returns if the investments are made at 
the right time. 
For instance. between August and Decem- 
ber 2011. gold rose over 17 per cent on NC- 
DEX, followed by pepper (16 per cent). sugar (9 
per cent), refined soya oil (8.5 per cent), 
gur (4.3 per cent) and wheat (1.3 per 
cent), However, silver, cardamom 
and turmeric fell 15.6 per cent. 
24 per cent and 27.8 per cent re- 
spectively. A similar trend was 
evident in 2010 and 2009 (See 
Traders Bonanza). Dharmesh 
Bhatia, Associate Vice Presi- 
dent, Research, Kotak Commodi- 
ties, is positive about this year too. 
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“The market will be 
bullish on most com- * 
modities due to festive 

demand," he says. 


Farm Products 
Sugar: Sugar rose 
from 32.700 per quin- 
tal in August 2011 to 
12,952 in December 
2011. Since June this 
year, it has risen 22 per 

cent, due to the deficient monsoon. (It was at 
33.497 a quintal on August 25.) But prices 
will not rise indefinitely. After a dry July, vast 
areas of the country, including western Uttar 
Pradesh, India's key sugarcane belt, got good 
rainfall in August. The area under sugarcane 
has also increased and farmers are expect- 
ing production to rise. If the weather stays 
favourable, the country may produce more 
sugarcane this year. "During September- 
October, NCDEX sugar futures may trade at 
13.350-13,650 рег quintal due to festive de- 
mand, but in November-December the price 





“The consumption of sugar i 
October-December is seven to 
eight million tonnes. The price 
can touch 13,025 per quinta 
by the end of the year" 

Ajitesh Mullick, Assistant Vi 
President, Retail Research, 

Religare Broking 
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Traders Bonanza 


Prices of most commodities rise between August 
and December 






Aug-Dec Aug-Dec Aug-Dec Aug-Oct* 


2009 2010 208 ^ 2012 
GOLD 12.71 15.69 1742 3382 
SILVER 18.25 601 -15.66 12.90 
PEPPER __ 168 993 1602 0.84 
SUGAR M GRADE . 5120 16.67 9.35 0.29 
ЈАССЕВҮ (GUR) 285 641 427 211 
REFINED SOYA OIL 8.01 28.70 8.54 74.77 
TURMERIC 4999 ПЫ 27.80 1.86 
CARDAMOM 25.30 -377 -24.05 -37.41 


Figures show percentage change in prices in the previous three festive seasons 


Source: NCDEX, MCX, Ace Equity 


Russia and Ukraine may ban exports 
have hit supply and led to firm pric- 
es. “Severe shortage that mill own- 
ers have been facing has resulted in 
a 30 to 35 per cent rise in prices of 
wheat-based products in the last one 
month. We generally see a 10 to 15 
per cent increase in demand. Prices 
are likely to rise to 71,950 a quintal 
by end-2012," says Ashok Mittal, 
CEO, Emkay Commotrade. 


Jaggery: Jagggery (gur) is made from 
sugarcane, Due to lower estimated 
production and poor rainfall, gur 
prices hit a high of 31,209 per 40 kg 
in July. However, between August 
1 and September 4, they fell four 
per cent to 11,131. Harish Galipelli, 
Head, Commodity and Currency De- 
rivatives, JRG Wealth Management. 
says: "Improved acreage due to rain 
in later months of the mon- 
soon season may ease 
some concerns. Gur 
prices may stay in 
the range of 31.100 
to 31,250 for the 
next one or two 
months." 











Spices 
There is a rise 
in demand for 
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* till 15 October 2012 


most spices during the festival sea- 
son. However, consumption varies. 


Turmeric: Prices of turmeric, which 
had fallen sharply due to a good crop 
in 2011/12, have started rising 

now due to low rainfall and 

fall in acreage. During last 
year's festive season, pric- 

es had fallen 25 per cent. 
Till September 2012, 

they have risen seven 

per cent to 35,497. 

Traders are expecting 
production to be low at 
four to five million bags 
(one bag is equal to 70 

kg) as against eight to 

8.2 million bags last 

year. Naveen Mathur, 
Associate Director, Com- 
modities and Currencies. An- 

gel Broking, says: "We expect tur- 
тегіс to touch 37.500 per quintal.” 


Black Pepper: Prices, which have 
fallen since the second week of Au- 
gust due to imports and low demand 
for the Indian variety, may bounce 
back as demand recovers before 
the festive season. From the start of 
the year to July 2012, prices rose 
26 per cent to 142,247 per quin- 
tal. However, between August 13 












and September 9, there was a 5.3 
per cent fall to 340,823 per quintal. 
Experts are bullish on account of fes- 
tive season and export demand. C.P. 
Krishnan, Whole-time Director, Ge- 
ojit Comtrade, says: "Pepper, carda- 
mom and turmeric will see upward 
price movement during the festive 
season. In 2012, pepper is likely to 
trade at 44,000 per quintal.” 


Cardamom: Since the last week of 
July, October futures of cardamom 
on MCX have slid over 21 per cent. 
They were at 11,035 per kg on Sep- 
tember 3, However. it seems prices 
may recover gradually due to festive 
season demand and poor rainfall in 
Kerala, which accounts for 78 per 
cent of the country’s production. 


Precious Metals 
Diwali is preceded by Dhanteras, 
when buying gold and silver is 
considered auspicious. However. 
Amarsingh Deo, Head 
of Commodities and 
Currency, Aditya 
Birla Money, 
says: “The de- 
mand for gold 
and silver 
may not be ro- 
bust. Drought 
in many areas 
of the country 
will affect rural in- 
comes.” Rural India 
accounts for more tnan 60 per 
cent demand for gold. 
According to the World Gold 
Council, gold investment and jew- 
ellery demand in India fell to 181 
tonnes in the second quarter of 
2012, down from 294 tonnes dur- 
ing the same period last year. Vivek 
Gupta, Head of Research, Capi- 
talVia Global Research, is also bull- 
ish on gold and silver. “On the MCX, 
silver will test 766.500 to 66.850 
levels. [fit crosses 367,000 it will see 
the highs of 372,000 and 373.000 
again," he says. 
Courtesy: Money Today 
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Shree Ganesh Jewellery House Ltd. 


enthralling designs exquisite product finish and authentic product 

quality. From the heritage collection to the trendy and fashionable, each 
jewellery piece is unique in variation. The Company's products meet 
stringent international standards. Mr. Parekh reiterates that all products are 
duly certified only after eight stages of rigorous quality control processes. 


With a ‘Four Star Export House' status, 88 % of the company's sales are 
derived through exports; of which more than 8075 of the income is derived 
from longstanding repeat customers. Constant upgradation and innovations 
in designs, customization as per market demand and evolving greater 
artistic value to jewellery in gold and diamond, have helped them to 












0 wonder that Shree Ganesh Group has registered a phenomenal 

growth in sales with Rs 10,121 crore in 2011-12 i.e 73 percent 

higher than last year's revenue of Rs 5,840 crore, backed by strong 
demand across product categories and markets, coupled with increasing 
gold prices. The company has posted a net profit of Rs 461 crore which is 
57 percent higher Y-o-Y basis. The EPS has gone up by 5/ percent and the 
EBIDTA by 68 percent. While explaining the reasons for this exceptional but 
consistent performance, Mr. Umesh Parekh, Managing Director, Shree 
Ganesh Jewellery House Ltd, emphasised their core strength is in 








capture the domestic market segment as well as the markets of Middle 
East, Singapore, Hong Kong and other South Asian countries. Recently, 
SGJHL has set up a manufacturing and refining unit in United Arab 
Emirates (U.A.E.) to cater to the vast gold jewellery market in the Gulf 
region which will yield better results. The company intends to increase its 
product portfolio and venture into new territories like ASEAN, Europe, 
Australia and Africa, and explore retail opportunities in the overseas 
markets to increase its export revenue, 


Heavy price fluctuation in gold, which comprises 90% of raw materials 
procurement cost, does not affect margins as the commodity is passed on 
to the consumer with higher realisation. The purchase price payable by the 
company to the vendor is determined by the price at which the customer 
fixes the value of the gold content of the jewellery. This minimises SGJHL's 
exposure to open metal price volatility. A company engaged in large imports 
and exports, does get affected by currency volatility. However, the 
company's status as a Nominated Agency under Foreign Trade Policy 
enables them to import precious metals directly, reducing the 
intermediation costs and offering them a natural hedge. 


Headquartered in Kolkata, SGJHL has three manufacturing Units in West 
Bengal to leverage abundant availability of skilled craftsmen (800 
employees) and international connectivity. The state-of-the-art 
manufacturing unit with a capacity to manufacture 42,000 kgs of 
handcrafted jewellery, located in Manikanchan SEZ, Kolkata, is one of the 
largest of its kind. Realising the growing market preference for the relatively 
affordable Fusion Italian jewellery segment, the company has set up a 
Fusion Gold Jewellery manufacturing factory in Mondalpara (West Bengal) 
equipped with all modern equipment from Italy with a capacity of 2,550 
kgs. SGJHL's unique gold refining/manufacturing unit at Domjur (West 
Bengal) with a planned capacity of 35,000 kgs, will procure old gold at a 
low cost, refine it and re-use it to make new jewellery. The unit has already 
Started operation upon the completion of its 1" phase. SGJHL, thus, will be 
able to reduce the raw material cost and its dependence on imported gold, 
optimize operation, and improve margin. With an additional production 
capacity of 20,000 kgs of handcrafted jewellery and 1.5 lakh carat diamond 
Studded jewellery, the new refining facility will go a long way in supporting 
the execution of its present order book of Rs 4,000 Crore. A combination of 
economy-of-scale (30,000 kgs of handcrafted gold jewellery and light 
Italian fusion jewellery and 35,000 kgs of gold refinery) and low labour 
costs (a tenth of developed countries) have enhanced the company’s 
competitive advantage. Going forward, the company intends to increase its 
turnover in the range of 20-25% by FY12-13. 


Under the brand name of GAJA , the company has launched various 
collections ,which are targeted at specific consumer groups and cater to 
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‘Sales are derived through exports; 
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different price points and interests, like GAJA Gold (designer jewelle 

for all occasions), GAJA Gold Bridals (wedding collection), GAJA LITE 
(light weight collection) and GAJA Gold Elements (Men's gold accessories 
The products consist of an eclectic mix of handcrafted hallmarked Plain 
and Antique Gold Jewellery, Gold enamelled and Studded Jeweller 
Diamond Studded Jewellery-Casting, exclusive Mughal style Jadau and 
Kundan Jewellery, Ruby-Emerald Jewellery, Polki Chakri Jewellery and Light 
Weight Italian Gold Jewellery, Gold Bangles and Chains. Each of th: 
company's products is carefully hallmarked and certified to ensure 
authenticity. 


As a part of the company's forward integration plans, GAJA exclusive 
showrooms have been launched in various parts of the country at strategi 
locations. Under its retail expansion strategy, SGJHL is targeting to more 
than double the number of its stores in FY13. Under this initiative. the 
company also intends to have approximately 100 franchisees around India 
and launch its own stores in the large metros 


In a bid to give an extra edge to brand value, SGJHL is eyeing to tie-up witi 
two big international jewellery retail brands by the end of FY13, one in Ital 
and another in United Arab Emirates. These acquisitions are expected to 
skyrocket their balance sheet and enhance global presence by providing а 
better competitive edge, cost reduction and increased asset base 


Shree Ganesh Jewellery House Ltd entered into a joint venture with ai 
Italian Company, Societa Aretina Lavorazione Preziosi S.PA. (SALP SPA 
that specializes in machine made light weight gold jewellery. In this JV. the 
Italian company provides its tested technology and equipment while SGIHI 
provides the joint venture with infrastructure and brand. The 50-50 JV wil 
operate under the name of OROITALIA Chains Pvt. Ltd. and total investment 
will be to the tune of Rs. 100 crore. 


The Company entered the business of renewable (solar) energy generatio: 
through equity investments in a Kolkata-based power Company during 
2011-12 with an objective to capitalise on a scalable opportunity. leverag: 
tariff and tax incentives and enhance CSR value. The company intends to 
generate Rs 70 crore in revenue during the current financial year Thy 
Company has already commissioned two solar power units of 25 MW in 
Gujarat and 5 MW in Rajasthan and intends to take it to next level in the 
coming three years through private equity participation and interna 
accruals of existing solar power plant. 
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HALL OF FAME 








KALPANA MORPARIA PREETHA REDDY SHOBHANA BHARTIA ZIA MODY 


CEO, JP Morgan Chase Managing Director, Apollo Hospitals Chairperson, Hindustan Times Managing Partner, AZB c Partners 


MPW WINNERS 








ABANTI AISHA DE SEQUEIRA ARATHI KRISHNA ARCHANA HINGORANI ARUNA JAYANTHI 
SANKARANARAYANAN Head, Investment Banking and Joint Managing Director, CEO, ILe+FS Investment CEO, Capgemini India 
Managing Director, Diageo India Managing Director, Morgar Sundram Fasteners Managers 


Stanley India 









CHIKI SARKAR DEBJANI GHOSH EKTA KAPOOR JYOTSNA SURI KIRTHIGA REDDY 


Publisher, Penguin Books India Managing Director, Sales Joint MD, Balaji Telefilms Chairperson and Managing Director, Online ( peni and 
and Marketing Group, Intel Director, Bharat Hotels Head, Facebook India office 


South Asia 





~ 


LEENA NAIR LYNN DE SOUZA MEHER PUDUMIJEE NEHA KIRPAL NITA AMBANI 
Executive Director-HR, HUI Chairman and CEO, Chairperson, Thermax Founder, India Art Fair Chairperson, Reliance Foundation 
Lintas Media Group 





^ 





„Ам à ` _ 7 v = 
RENU SUD KARNAD RENUKA RAMNATH RITU KUMAR ROOPA KUDVA SANGEETA PENDURKAR 


Managing Director, HDI Founder, MD & CEO, Multiples Creative Director, Ritika Pvt. Ltd Managing Director and CEO, Crisi! Managing Director, Kelloges India 
Alternate Asset Management 





SCHAUNA CHAUHAN TANYA DUBASH VINITA BALI VINITA GUPTA ZARIN DARUWALA 
k SALUJA Executive Director and Chief Managing Director, Britannia Industries CEO Lupin Pharmaceuticals President, Wholesale Banking, 
CEO, Parle Agro Brand Officer, Godrej Group Inc, and Group President and ICICI Bank 


Director Lupin Ltd 





In Association With 





Business Today & Dove congratulate 
the winners of Most Powerful Women in Indian Business Awards. 
Thank you to our sponsors, partners and attendees for joining us in 
celebrating the success and vision of the super women of Indian Business. 


Partner Official Television Partner 


Gia 


THE WOBLEYS MOST KEAUTITUS EXPERIENCE 
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BOOKS PEOPLEBUSINESS 


All Set: Sameer Gaur, MD and CEO of 
Jaypee Sports International Limited, 
which hosts the Indian Grand Prix 
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sharp left turn, his final one that day, and 

Red Bull Racing's Sebastian Vettel was 

zipping past the chequered flag waved by 

cricketer Sachin Tendulkar. It was 
October 30, 2011. Vettel. who had bagged the overall 
Formula One racing drivers’ championship a couple 
of races earlier, had just won the inaugural Indian 
Grand Prix (GP). He completed the 60-lap race, cover- 
ing a total distance of 307.2 kilometres, in one hour, 
30 minutes and 35 seconds. 

The German driver was not the only one celebrat- 
ing that afternoon at the Buddh International circuit 
in Greater Noida, Uttar Pradesh. The race was also a 
victory for Jaypee Sports International (JPS). which was 
responsible for bringing F1 racing into India. The event 
was almost a sellout — Jaypee Sports raked in 4100 
crore from ticket sales. It also earned a significant sum 
through sponsorship revenues, those are shared with 
Formula One Management (FOM), which manages the 
commercial operations of F1 racing, Jaypee Sports was 
not willing to reveal details of those revenues. 

This year, the race for the drivers’ crown is still 
open, with only four races left in the season, including 
the Indian GP. Vettel is once more on top of the stand- 
ings, having overtaken Ferrari's Fernando Alonso in 
the previous race, in 
Yeongam, Korea. On October 
28, when the five red lights go 
off at 3 pm, signalling the start 
ofthe second Indian GP, Vettel 
will try to repeat his perform- 
ance of last year and extend 
his six-point lead over Alonso. 

Jaypee Sports, too, will try 
to repeat its performance of 
last vear, when 90,000 people 
showed up at the Buddh cir- 
cuit to watch the race. That 
may be difficult this season, 
with less than a third of the 
100,000 tickets sold. "The 
euphoria is lower. There is al- 
ways a dip in the second vear. 
The real test will be in the third 
and fourth year," says Sameer 
Gaur, MD and CEO, Jaypee 
Sports International Limited. 
"We have sold around 30,000 
tickets (as of October 16)." 
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This year's race will be broadcast 
by ESPN HD and Star Sports. 

Other sectors are also reaping 
benefits from the Indian GP. Real 
estate prices in Greater Noida have 
risen since the F1 circuit came up 
there. According to real estate con- 
sultant Jones Lang LaSalle India, 
apartment prices in the area rose 
from 33,000 to 4,000 per square 
foot in 2010 to {3,800-5,500 in 
2011. "Greater Noida was a bit too 
far. as far as investors were con- 
cerned. The successful hosting ofthe 
race and the buzz around F1 has 
resulted in a sudden increase in 
projects," says Rohan Sharma, 
Senior Manager — Research and 
Real Estate Intelligence Service, 
Jones Lang LaSalle India. 

The hospitality sector appears to 
be benefiting as well. "We have seen 
additional demand for rooms over 
last year. Our Double Tree and 
Hilton hotels are currently sold out 
during the race period." says Scott 
Thomson, General Manager, Hilton 
and Double Tree by Hilton. 

Meanwhile, preparations for the 
race are on in full swing. The logis- 
tics of moving Е1 cargo from one 
country to another are almost like a 
military operation (see Globetrotters). 
“Because of their tight schedule, 
everything has to be smooth other- 
wise there will be anarchy,” says R. 
S. Subramanian, Country Manager, 
India, DHL Express. Sougoto Das, 
Head of logistics at BIC, says that 58 
containers of cargo had reached 
India by sea, as of October 15. 

So, who will take the podium 
on October 28? While Vettel and 
Alonso will be trying to outdo each 
other, Narain Karthikeyan, the 
only Indian driver, will be hoping to 
prove a point or two. “This time the 
race is wide open. I want to better 
my performance of last year (17th 
position),” says Karthikeyan, who 
drives for the HRT-Cosworth team. 
Jaypee’s Gaur, however, will be 
rooting for his idol. Mercedes's 
Michael Schumacher. Ф 
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Each team competing in 
the FIA Formula One World 
Championship travels 
approximately 


160,000 km 
or four times 
Earth's circumference 
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The 2012 season started in 
Melbourne, Australia and 
ends in Sao 


aulo, Brazil 
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What the Fl teams are moving from Yeongam in Korea (last 
race venue) to Greater Noida for the Indian Grand Prix 





à 
ie By Sea 


35,000 kilolitres of fuel, ой 


and lubricants, in 200-litre drums 


and 52-litre cans 


Tyres 

1,800 tyres, transshipped in 
40-foot containers cooled to 
24 degrees Celsius 


80-90% of the cargo will 
come through JNPT, Mumbai, 
and the rest via the Kandla and 
Pipavav ports in Gujarat 


The cargo will be moved from 
Mumbai to the Tughlakabad 
inland container station in 
Delhi by ган. From there it will 
be taken to Greater Noida in 
Uttar Pradesh by road, using 
40-foot sealed, hydraulic 
suspension trailers 


: ү; Ву Air 


6 Boeing 747-4005 will 
ferry engines, chassis, spare 
parts and other equipment, 
to Delhi's Indira Gandhi 
International Airport 


From the airport, the cargo 
Will be transported by road 
to the Buddh International 
Circuit in Greater Noida, 
using 13 trailers 
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funding power - 
transforming lives 


Your Company continued to 
register higher growth and 


record performance during 
the year 2011-12, in key 
areas i.e. Disbursements о! 
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Ladies and Gentlemen 


On behalf of the Board of Directors of Rural 
Electrification Corporation Limited (REC) and on my 
own behalf, | am pleased to welcome you on the 
occasion of the Forty Third Annual General Meeting 
of your Company. In November, 2011, | assumed 
charge as the Chairman and Managing Director of this 
“Navratna” Company which has established a record 
of excellent all-round performance, consistent growth 
and profitability, especially over the last five years and 
created a niche in the country’s power sector. 

From a humble beginning in 1969 when the 
company financed mainly pumpset energisation 
and village electrification schemes, the Company 
today has become one of the leading public financial 
institutions in the country, catering to financing 
needs of almost the entire Power Infrastructure. Your 
Company is committed to the cause of ‘Power for 
All’ and has been playing a pivotal role in creation 
of huge electricity back bone infrastructure in India. 
The Annual Report 2011-12 has been with you for 
some time now and with your permission, | shall take 
the Audited Financial Statements and the Directors’ 
Report as read. | take this opportunity to share my 
views on the economic and power sector scenario 
as well as to present the performance highlights and 
future outlook of your Company. 

ECONOMIC ENVIRONMENT 

The Global economy had not entirely come out of 
the receding effects of financial meltdown witnessed 
during 2008-09 when the impact of European economy 
crisis took over the world economy which continues to 
remain uncertain. The Indian economy has not been 
spared either by the cascading effect of global turmoil 
with GDP growth slipping from 8.4% in the year 2010-11 
to around 6.5% in the year 2011-12. Nevertheless, the 
economy is expected to grow at 7.3% in 2012-13. The 
long term fundamentals like rising incomes, increasing 
consumption base, favourable demographics and huge 
Infrastructural growth continue to be broadly intact and 
expected to be sustained over medium to long term. 
The growth is primarily being driven by domestic 
investment and consumption with positive impact 
of rising economic activity in rural areas. However, 
concerns like containing inflationary pressures on the 
back of rising food prices and commodities have been 
the top priority of the Government. While the impact 
of these challenges may create periodic volatility in 
the short term, we expect Indian economy to sustain 
high growth rate over medium to long term based on 
its strong fundamentals. 

POWER SECTOR 

Arecord 20,501 MW was added to the installed capacity 
in the year 2011-12 against a capacity addition target 





Excerpts from the Chi 


of 17,601 MW. Also, during the XI Five Year Plan, the 
installed capacity increased by 54,964 MW, more than 
the capacities added during IX and X Five Year Plans 
put together. The installed generation capacity of the 
Country at the end of fiscal 2012 stands at 199.87 GW. 
The share of renewable energy has grown to around 
24,000 Megawatts which itself is an indication of major 
shift imminent in the fuel mix for generation sources in 
the Country. Green Power presently constitutes over 
12% of the grid installed capacity. 

In accordance with the projected estimates of the 
Planning Commission for XII Five Year Plan, 88,425 
MW of capacity addition is required on all India basis. 
The overall fund requirement for the projected addition 
has been estimated at around Rs. 16 lakh crore 
including commensurate back to back investment in 
Transmission and Distribution network. 

Distribution of Power being the weakest link in the 
Power value chain, needs to be strengthened to cope 
with growth in generation and transmission capacities 
on one hand and bringing down high AT&C losses 
on the other. The total fund requirement for sub- 
transmission and distribution system development for 
urban and rural areas, during the XII Five year Plan 
period is estimated at Rs. 3,25,000 crore inclusive of 
Restructured Accelerated Power Development and 
Reforms Programme (R-APDRP) and Rajiv Gandhi 
Grameen Vidyutikaran Yojana (RGGVY) schemes. The 
R-APDRP scheme of the Government of India seeks 
to address the twin issues of the SEBs/ DISCOMs, 
namely, limited resource availability and obsolete 
technology. Implementation of technology enabled 
interventions are proposed to be taken up for bringing 
efficiency in the distribution system. 

The National Electricity Fund (NEF) an Interest Subsidy 
Scheme has become operational during this year. The 
scheme has been introduced by Government of India 
to promote the capital investment in the distribution 
sector The scheme shall provide interest subsidy 
linked with reform measures, on the loans taken by 
public and private distribution power utilities for various 
capital works under Distribution Sector. REC has been 
nominated as Nodal Agency for operationalization of the 
NEF Scheme in entire country. The ongoing RGGVY 
programme would however continue to take up the 
socio economic responsibility of village electrification. 
The power sector is thus poised to remain vibrant and 
attract significant investments in the future 
PERFORMANCE HIGHLIGHTS 

Before moving forward to present various highlights 
of the year gone by, | must first put on record my 
heartfelt gratitude for your overwhelming response to 
the first Public Issue of Tax Free Secured Redeemable 
Non-convertible Bonds, in the nature of Debentures, 
especially for Qualified Institutional Buyers (QIB) and 
High Networth Individuals (HNI) as the Issue got 
subscribed 1.58 times. 

Your Company continued to register higher growth 
and record performance during the year 2011-12, in 
key areas i.e. Disbursements of Loans, Recoveries, 
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Operating Income and Profits etc. A total sum of Rs. 
30593.30 crore was disbursed during the financial 
year 2011-12 as against Rs. 28517.11 crore in the 
previous year, inclusive of disbursement of subsidy 
under RGGVY. Your Company's Non-Performing 
Assets (NPAs) continued to be at low levels. The total 
Operating Income of your Company for the financial 
year 2011-12 increased by 25% to Rs.10337.59 crore 
from Rs. 8256.91 crore during the previous year. The 
Profit After Tax increased by 10 % to Rs. 2817.03 crore 
from Rs. 2569.93 crore for the previous year. 

Your Company enjoys international credit rating 
from International Credit Rating Agencies Moody's 
and FITCH and the same are 'Baa3' and 'BBB-' 
respectively equivalent to sovereign rating of India. 
Further, during the financial year 2011-12 also, your 
Company continued to get the highest rating "AAA" 
from domestic rating agencies like CRISIL, CARE, 
FITCH & ICRA for its specific Resource Mobilization 
programme. Consistent high ratings bear testimony to 
REC's stature as an institution with strong fundamentals 
and inherent financial strength. 

Your Company mobilized Rs. 29709.36 crore from the 
market during the financial year 2011-12 for its operational 
requirements. This includes Rs. 5239.36 crore raised by 
way of Capital Gains Tax Exemption Bonds, Rs. 157.59 
crore by way of Infrastructure Bonds under Section 
80CCF of Income Tax Act, 1961, Rs. 3000 crore by way 
of Tax Free Secured Redeemable Non-convertible Bonds 
u/s 10(15)(iv)(h) of Income Tax Act, 1961, Rs. 17465.60 
. crore by way of Non-Priority Sector Bonds, Rs. 3231.46 
. Gore by way of External Commercial Borrowings and Rs. 
615.35 crore by way of Official Development Assistance 

(ODA) from KfW, Germany & Japan International 
DIVIDEND 


In addition to interim dividend of Rs. 5/- per share paid 
in February, 2012, your Directors have recommended 
a final dividend of Rs. 2.50 per share for the financial 
year 2011-12, which is subject to your approval in the 
ensuing Annual General Meeting. The total dividend 
for the financial year will work out to Rs.7.50 per share 
and is same as was paid last year. 





RAJIV GANDHI GRAMEEN VIDYUTIKARAN 
YOJANA 

The Ministry of Power, Government of India is 
according utmost priority to rural electrification 
to realise the objective of “Power for All’ through 
its flagship mme Rajiv Gandhi Grameen 
Vidyutikaran Yojana (RGGVY). Under this scheme 
capital subsidy for 90% of project cost is being 
provided by Government of India. Under this RGGVY 
programme, cumulatively up to 31.03.2012, works in 
104496 un-electrified villages have been completed 
and connections to 1.94 crore BPL households have 
been released. During the year 2011-12, the Company 
disbursed a total sum of Rs. 3049.81 crore (including 
Government Subsidy of Rs. 2772.81 crore). 
SUBSIDIARY COMPANIES & JOINT VENTURE 
During the year, RECTPCL selected Power Grd 
Corporation of India Ltd. (PGCIL) as successful 
bidder for Transmission System associated with IPPs 
of Vemagiri Area: Package-A, through tariff based 
competitive bidding process with lowest levelised 
transmission tariff of Rs. 119.74 crore per annum. The 
Ministry of Power, Government of India, on October 


7, 2011 allocated another project namely, ‘Evacuation 
Fae T 
to RECTPCL to act as Bid Process Coordinator for 
selection of developer for the project. For this purpose, 
a Project Specific SPV namely Vizag Transmission 
Limited (VTL) was incorporated on November 30, 
2011, as Wholly Owned Subsidiary of RECTPCL, for 
development of the above project. Till date four such 
projects have been completed by RECTPCL. 

Further, your Company along with three other PSUs 
namely NTPC, PGCIL and PFC as equal partners, had 
formed a Joint Venture Company by the name Energy 
Efficiency Services Limited (EESL) on December 10, 
2009. The business plan of EESL envisages taking 
up projects in Energy Conservation, Building Codes, 
Agriculture Demand Side Management, Municipal 
DSM, Bachat Lamp Yojana, promoting usage of 
energy efficient appliances, and concept of Energy 
Service Companies (ESCOs) etc, besides taking over 
the current commercial roles being discharged by the 
Bureau of Energy Efficiency (BEE). 

CORPORATE GOVERNANCE 

As a listed Public Sector Enterprise, your Company has 
been complying with the requirements of Corporate 
Governance as stipulated in the Listing Agreements 
and also the provisions notified by the Department of 
Public Enterprises (DPE), Government of India in this 
regard. Your Company, as a responsible Corporate 
Citizen, has actively supported the implementation 
of 'Green Initiative’ circulars issued by Ministry of 
Corporate Affairs and effected electronic delivery 
of Notice of Annual General Meeting and Annual 
Report for the year ended March 31, 2012 to those 
shareholders whose e-mail addresses were registered 
with Registrar & Transfer Agent (R&TA) of your 
Company/Depository Participant,who have not opted 
for receiving Annual Report in physical form, as done in 
previous year. The intimation of final/Interim Dividend 
paid during the financial year 2011-12 to those 
shareholders whose email addresses were registered, 
was also made electronically. | compliment and thank 
all shareholders, and hope that many more will join in 
our Green endeavour in the coming years. 
CORPORATE SOCIAL RESPONSIBILITY 
Your Company has implemented its Corporate Social 
Responsibility (CSR) Policy with an aim to ensure that 
the company becomes socially responsible corporate 
entity contributing towards quality of life of the 
society at large without compromising on ecological 
conditions. CSR Budget (à) 0.5% of Profit After Tax 
(PAT) was allocated for the financial year 2011-12. 
During the year, many CSR initiatives were undertaken 
and one such initiative was the recognition given to 
National Men's Hockey Team for winning the Asian 
Championship Trophy and for qualifying for London 
Olympics, 2012. 





MoU RATING & AWARD 

The performance of your Company in terms of MoU 
signed with the Ministry of Power, Government of 
India for the financial year 2010-11 has been rated as 
"Excellent". This is the 18th year in succession that REC 


has received "Excellent" rating since the year 1993-94 
when the first MOU was signed with the Government 
For the year 2011-12 also, the performance of the 
Company is poised to receive "Excellent" rating. During 
the year, your Company received the MoU Excellence 
Award 2009-10 for the "Best Listed CPSE" awarded 
by DPE. The Award was given by the Hon'ble Prime 
Minister of India. 

OTHER INITIATIVES 

Your Company has also adopted the “Sustainable 
Development" policy issued by the DPE, which is 
applicable from the current financial year. Sustainable 
Development involves an enduring and balanced 
approach to economic activity social progress 
and environmental responsibility and a budget of 
approximately Rs 3.23 crore has been allocated for 
the same. 

LOOKING AHEAD 

In the backdrop of ХІ Five Year Plan's achievements 
in power infrastructure and the amount estimated 
for funding the growth during the XII FiveYear Plan 
period by Planning Commission for addition of 88,425 
MW generation capacity together with matching 
transmission and distribution network, the power sector 
will continue to provide one of the biggest avenues to 
make significant contribution towards the development 
of Countrys infrastructure. The Asset size of the 
Company in the XI Five Year Plan ending fiscal 2012 
has crossed Rs. 1 lakh crore. Your Company, on its 
part, will make all efforts and harness all resources to 
capture optimal share of funding business for ХИ Five 
Year Plan. The Company shall strive to sustain and 
maintain consistent growth rate and surge ahead to 
attain still greater heights of performance, to match the 
expectations of all its stakeholders 
ACKNOWLEDGEMENTS 

| take this opportunity to express my sincere gratitude 
for the immense support and guidance received by 
your Company from the Hon'ble Minister for Power 
the Hon'ble Minister of State for Power, the Secretary 
(Power), the Joint Secretary (Rural Electrification) 
and other officers in the Ministry of Power. | am аіѕо 
grateful to the officers in the Ministry of Finance 
Planning Commission and the Reserve Bank of India 
the Comptroller & Auditor General of India, the Joint 
Statutory Auditors of the Company, and the Secretarial 
Auditors for all their support and guidance extended 
in ensuring smooth and successful operations of the 
Company. | also express my gratitude to our lenders 
and investors for having reposed their trust in us 

| would also like to express my thanks and appreciation 
to my esteemed colleagues on the Board and to ай 
employees of REC for their unswerving commitment 
to their work and to all the other stakeholders for 
their valuable support and cooperation, and reposing 
continued confidence in the Company's performance 
| am confident that with a dedicated and committed 
resource of employees and valuable support of our 
esteemed shareholders, your Company will continue 
to deliver its responsibilities and enhance value to its 
stakeholders. 


With best wishes, 

dap) TER 
New Delhi (Rajeev Sharma 
20th Sept., 2012 Chairman & Managing Director 
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f you wanted precise road directions 

in Delhi a few years ago, an Eicher 

map was the best bet. The kind of 
detail it provided had never been seen 
on maps before. But today, there is a 
map as detailed as Eicher's in every 
pocket, albeit in digital form, and all 
you need do to find out exactly where 
you are at any time, is to pull it out 
and look at it. Key in wherever you 
want to reach and it will plot the 
shortest route to your destination too. 

Satellite imagery and 
maps have been close to my 
heart ever since a story on 
them got me my first front 
page byline in a national 
daily. I thought I was 
abreast of whatever was 
happening in the world of 
digital maps. Yet Google 
Map Maker came as a com- 
plete surprise. Like many 
other revolutions of this dec- 
ade, this one too is being 
carried out by the man on 
the street — literally. 

Conceived and devel- 
oped by Lalitesh 
Katragadda in 2005, Map 
Maker, which went live in 
2008, allows every individual to map 
locations — roads, boundaries and 
other such information — on Google 
Maps. Today. its users are updating 
maps with local knowledge in 200 
countries. According to Katragadda, 
most of these countries, including 
India, did not have detailed maps 
beyond the urban areas, as creating 
them was prohibitively expensive. 
But now you have even dirt roads in 
villages mapped, thanks to individu- 
als who think they should do their bit 
and make a diflerence. 


While some do it for the pride of 
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The World in Your Pocket 


If God is in the details, digital maps have reached heaven 


mapping the boundaries of their vil- 
lage high school while sitting in 
Silicon Vallev offices, others have just 
made it their mission to map their 
part of the world. One look at the 
Pulse page of Map Maker and you 
will see new updates every second — 
there is everything there from service 
roads to water sources and schools. 
And this treasure trove of informa- 
tion is being used by governments 
and NGOs to plan and implement de- 





velopment projects, especially in the 
developing world. 

In India, users are updating maps 
in every state, except in the Northeast 
where the concept has not really 
caught on. "The trend is purely fol- 
lowing broadband." says Katragadda. 
who hopes the Northeast too will get 
more broadband in a couple of vears. 
With the coming of these maps, we in 
India. no matter where we are, can 
finally get to wherever we want to 
without having to ask paanwallalts for 


directions. No wonder India is one of 


the world's fastest growing markets 





for online maps. Recently, Google 
launched features such as voice- 
guided turn-by-turn navigation and 
live traffic updates for six Indian cit- 
ies. Much of the data was obtained 
from Map Maker. 

And it is not just Google. Nokia 
too is on an overdrive to provide 
online and oflline maps in its phones. 
The Nokia Drive apps, which come 
preloaded in the Lumia model, also 
give turn-by-turn navigation along 
with other details such as 
estimated time of arrival 
and speed limits. The navi- 
gation works even offline, 
or when the data connec- 
tion is feeble. 

You have apps like 
Nokia City Lens, which uses 
augmented reality (AR) to 
give a twist to location serv- 
ices. All you need to do is 
point your phone at any 
street or city block with this 
app and local businesses and 
points of interest in the area 
will pop up on your camera 
screen. Although apps like 
these are not new, City Lens 
is, perhaps, the first to make 
AR work for India, again due to its 
exhaustive local content. 

What does this mean for stan- 
dalone GPS navigators? Their very 
existence is threatened as, however 
popular they may be at present, they 
don't seem poised for a huge techno- 
logical jump in the near future. 
Already, while the Google Maps app 
provides live traffic information, very 
few navigators have this feature 

In maps the term ‘user friendly’ 
has acquired a new dimension. 

The writer is Associate Editor, 
Gadgets & Gizmos 
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Swinging Too Far 


Dearton Thomas Hector discusses bipolar disorder and how to control it 


Gurgaon-based BPO 

employee, whose 

name is being with- 

held to protect his 
identity, had set his heart on buy- 
ing his own home. He had ar- 
ranged a housing loan, but knew 
he would be able to pay back the 
equated monthly instalments only 
if he got a substantial raise. It all 
depended on his annual appraisal, 
which he expected to be favoura- 
ble. But as it happened the down- 
turn intervened and his company 
decided — favourable appraisal or 
not — there would be no salary 
increments that year. 

The announcement led to a 
startling change in the employee. 
He began running through his 
Savings, spending indiscrimi- 
nately. He started spending an 
inordinate amount of time all 
alone walking up and down on 
the roof terrace of the house he 
lived in. His worried family finally 
sought professional help. 

“He was showing symptoms of 
bipolar disorder,” says Shilpi 
Astha, Clinical Psychologist, Sri 
Balaji Action Medical Institute, 
Delhi, who treated him. 

Bipolar disorder can be of 
many kinds, but in its most severe 
form — also known as manic de- 
pression — it causes wild mood 
swings from extreme elation to 
complete despair, which can last 
for days to months. While experi- 
encing a high, patients often be- 
come reckless, engaging in binge 
eating or spending sprees; they 
abound in confidence and seem to 
have little need for sleep. When 
the lows come on, all energy 
deserts them: they lose both their 
appetite and their self esteem, fre- 
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SYMPTOMS 


OF DEPRESSION 


Feeling sad all the time 


Restlessness 

Inability to concentrate 
Loss of appetite 
Sleeping problems 


Lack of interest in sex 


OF ELATION 


Feeling more happy than 
warranted 


Displaying unusually high 
self esteem 


Bursting with energy or 
ideas 


Unable, or unwilling, to sleep 
Sudden rise in sex drive 


Spending money recklessly 


quently contemplating, and s 


times committing, suicide 


| 
precise causes of bipolar disor 


are still not known — it оће 
in the family 


quently a contributory facto: 


but stress 


"The number of bipolar i 


der patients has increased bi 


of the highly stressed lifestyles 


ple have these days.” 
“The treatment includes bot! 
ication and therapy.” 


Sd VSÓ 


The way some people deal м 


stress also compounds th: 
lem. "The professional em 
ment is fiercely competitive 


Dr Monica Chib, psychiatri 
Indraprastha Apollo Hospi 


"Survival depends on one's 


skills. Some take to smoki 


drinking to cope with stress 
may be even more harmful 
Bipolar disorder can afk 
lormance at work, and thi 
both personal and professioi 
lationships. "The famih 
appreciate that these аг 
worked people and give the: 
port," says Dr Y.C. Jana! 
Reddy, Professor at the Ма! 
Institute of Mental Healt 
Neuro Sciences, Bangalor: 
Women are particularh 


"The need for support is great 


working women who hav: 
job and family related i 

cope with," Dr Reddy adds 
recalls a woman she treat: 


plunged into bipolar disord 


she lost both her parents. Sh: 


already having serious pt 
with her mother-in-law an 
on the verge of a divorc 

“A little bit of anxiety cai 
be productive," says 
"But onlv a little. If it incapa 
a person, it is a problem." Ф 
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Find out India’s Best Performing States at 
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Insider’s Insights 


The enduring mystique of the late Steve Jobs prompts yet another book on him 





Leading Apple with 
Steve Jobs: Management 
Lessons froma 
Controversial Genius 
By Jay Elliot 
Wiley 


Pages: 175; Price: $22 


he race to publish books milking 
T co-founder Steve Jobs's 

leadership traits and offering 
them as lessons for managers has not 
ended even a year alter his death. The 
author of this book, Jay Elliot, a former 
Senior Vice President of Apple, is fully 
aware of the overkill. He himself has 
already done a book on his former boss 
called The Steve Jobs Way. He thus takes 
pains at the outset to explain the need 
for this one. "Isaacson's Steve is not the 
Steve I knew," he says in his preface, 
referring to the bestselling Steve Jobs: A 
Biography by Walter Isaacson. He adds 
that the book was "unfairly negative 
and critical of him (Jobs)". His book's 
uniqueness, he maintains, lies in the 
fact it is written, not by a journalist 
relying on the reports and opinions of 
others, but by one who watched Jobs 
in action. To drive home the point, his 
designation is prominently printed 


under his name on the book's cover. 


One settles down, hoping for a grip- 
ping inside account of how Jobs ran 
Apple and made it the most valuable 
company in the world. But what one 
gets is more of Jobs's approach to hu- 
man resources, and less of other as- 
pects of management. Not surprising, 
considering Elliot's primary responsi- 
bility was HR. Still, the book has many 
interesting snapshots. 

It reveals a lot, for instance, about 
Jobs's passion for selecting the right 
people. Best hiring results, according to 
Jobs, come when one is picky, choosing 
employees as carefully as one does a 
girlfriend or a boyfriend, a husband or 
a wife. You need to light each others’ 





fires. Jobs, Elliot tells us, participated in 
hiring more than 5,000 people. 

And how did Jobs interview candi- 
dates? He was never interested in 
resumes. He never trusted profes- 
sional recruiters. Instead he looked at 
the kind of talent the person being 
interviewed could bring to the com- 
pany. His interviews were more of 
conversations. The value he attached 
to people is best summed by a quote 
Elliot reproduces: "When you're in a 
start-up stage, the first 10 people (you 
hire) will determine whether the com- 
pany succeeds or not." 

To foster innovation, Jobs preferred 
a pirate-like organisation to a bureau- 
cratic one, This, says Elliot, was critical 
to Macintosh's initial success in the 
1980s. We also learn how good Jobs 
was at saying no. Even when it had 
become a $30-billion organisation 
Apple had just 30 products. Jobs 
agreed to develop those 30 after saying 
no to hundreds of others. 

We also get insider knowledge on 
Jobs's use of language. In his vocabu- 
lary, "bozo" was a person who was not 
doing things as fast as he wanted. 
"That's s—" meant he was not happy 
with the user interface of a product the 
engineer had shown him. The com- 
ment every employee of Apple loved to 
hear was "insanely great". It was his 
highest praise. 

The book does not follow chronol- 
ogy. So reading from cover to cover 
may not be a good idea. There are rep- 
etitions galore. It is better to read the 
chapters in a random manner. Ф 

N. MADHAVAN 
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Careers 


Number Nawabs 


Data scientists are the next big thing on the global jobs radar and Indian companies 
are grooming many of them, say Manasi Mithel and Goutam Das 


ntil March this year, the desk- 

tops and notebooks displayed 

on technology solutions com- 
pany Dell's website were ranked 
without much consideration to what 
users were looking for. Kiran Rama, 
21, a consultant at the company's 
jangalore office, changed that. He 
crunched data on the performance of 
Dell's products, the revenue they 
earned. and their ‘up-sell propensity’ 
(for instance. if 100 visitors see a 
product, how many buy 112). The 
analysis helped Dell display products 
more eflectively on its US, Japan and 
Brazil websites. For instance, among 
desktops and notebooks, products 
with a warranty were ranked higher. 
In the US, pages targeting small busi- 
nesses and home buyers began to 
rank memory products higher. The 
results were immediate. “Between 
March and October this year, Dell has 
generated additional revenue of close 
to $4 million because of the new 
rankings," says Rama. 

Mahadevan Balakrishnan, who 
works for analytics company 
LatentView in Chennai, recently 
helped a US-based retail client more 
than double its revenues. The client 
wanted to know the impact of its $45 
million-a-quarter marketing 
campaign in the US. It was earning 
quarterly revenues of around S90 
million through this conventional 
and digital media campaign. "We told 
them their promotions would work 





better through radio in certain parts 


Careers 


THE BEST SOURCES OF TALENT 





Business Intelligence 





of the country, during certain 
seasons, and on TV in 
others,” says Balakrishnan, 
who is an analyst. Today. 
with the same marketing 
budget, the company is 
earning $200 million in 
revenues in a quarter, 

Rama and 
Balakrishnan have the 
“sexiest” jobs of the 2 Ist 
century. going by a 
recent article in the 
Harvard Business Review. 
Their designations may not 
say so, but they are essentially 
data scientists, This is a new breed 
of analysts, who can mine huge 
volumes of data, make sense of it, 
and help companies make better 
business decisions. 

Data science and analytics are as 
old as the 1940s. Robert Strange 


McNamara. a former president of 


Ford Motor Company. introduced the 
data and statistical tools that turned 
Ford into a great company. (He later 
became the US Secretary of Delense 
and escalated the Vietnam War). 

In the last five years, the nature 
and volume of data has changed 
dramatically. From just numbers, 
analysts now deal with social media, 
pictures and videos. A 2010 study 
sponsored by cloud computing and 
big data solutions provider EMC, put 
the phenomenon in perspective. The 
study revealed that between 2010 





GREAT START 
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Professionals . 


What data scientists — 
can expect to earn in India 







Source: EMC 


and 2020, digital information in 
India will grow from 40.000 
petabytes to 2.3 million petabytes, 
double the worldwide rate. In 2010 
alone. 40,000 petabytes of digital 
information, equivalent to the 
storage capacity of 2.5 billion 16GB 
iPads, was generated. 

While the statisticians of od 
largely analysed data from factories, 
data scientists today require two or 
three skills. “It is a combination of 
business knowledge, computer sci- 
ence and statistics,” says Pankaj Rai, 
Director of Dell's Global Analytics ci- 
vision. “Business knowledge is re- 
quired to understand and solve a 
problem. Then comes understanding 








Others 


data: where it is stored, in 
what form and how to ex- 
tract it. Third is how to ma- 
nipulate the data and this 
requires statistical and 
computer programming 
skills,” he explains. 

It is difficult to find all 
three skills in one 
person. Indian 
companies are therefore 

grooming talent freshly 
hired from engineering and 
MBA institutes for data 
scientist roles. "Dell is 
developing talent internally. In 
our contact centre business, we are 
training people in data and statistical 
tools. We also hire people from the IT 
domain with programming skills and 
train them in the online business." 
says Rai. 

New recruits in Mu Sigma, 
India's largest independent analytics 
company, go through a three-month 
training programme. "We look for 
raw talent and hire people with a 
background in economics and 
engineering. and MBAs. After the 
training. a recruit becomes a jack of 
all trades and master of some, 
combining the attributes of a business 
analyst, applied mathematician, and 
computer programmer," says Dhiraj 
Rajaram. founder of Mu Sigma. 

LatentView has a similar pro- 
gramme. "We have a two to three 
month training programme lor new 
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entrants in basic stats tools. This is 
followed by a six to 18 month pro- 
gramme where they get to work on 
client projects with expert guidance.” 
says Melissa Thermidor, Manager, 
Marketing, LatentView. 

Companies such as EMC have tied 
up with colleges to offer certificate 
courses in analytics, “By January 
next year, a certificate course on data 
science will be offered by us through 
the tie-ups we have with over 200 
colleges across India,” says Rajesh 
Janey, President, EMC India & SAARC. 

A customised data science degree 
is yet to become a standard pro- 
gramme in India’s premier educa- 
tional institutions. However, courses 
on business analytics and quantita- 
tive subjects are offered by Indian 
Institute of Mangement. Lucknow, 
Indian School of Business, Indian 
Institute of Science and the IITs. 

The demand for analytics serv- 
ices is huge — most large and mid-tier 
IT services companies now have fo- 
cused analytics business units. 
According to a 2011 NASSCOM- 
CRISIL study, the analytics segment 
in India was worth $2 billion in 
2010. That year, it employed 
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SUNRISE SEGMENT 
» billion 


Estimated worth of India's 
analytics market in 2010 


1000 


Number of people working 
in this sector in 2010, in 
about 100 firms 


9. Obittor 


Estimated size of the 
market by 2015 


200,000 


Number of employees the 
sector will employ by 2015 


Source: 2017 Nasscom-Crisil study 





“After training, 

a recruit becomes 
a jack of all trades 
and master of 


some, combining 
the attributes 

of a business 
analyst, applied 
mathematician, 
and computer 
programmer” 
Dhiraj Rajaram 

Founder and CEO, Mu Sigma 





around 70,108 people in over 100 
firms. The market is expected to 
touch the $5.6 billion mark by 2015 
and will need 200,000 employees. If 
there are enough skilled data scien- 
tists, India can easily become a sup- 
ply hub, just as with IT services. 

“In India, we focus on maths 
right from school. This predisposes us 
to be good in maths and statistics. 
and suitable for the role of data 
scientists,” says Kamaljeet Anand, 
head of KIE Square Consulting, a 
technology consultancy. 

So, what salaries does the world’s 
sexiest job command? They are not 
significantly different at the entry 
level compared to engineering jobs. 
but salaries in analytics will rise faster 
than in any other domain. In Dell, for 
instance, data scientists with five or 
six vears' experience are paid a 22 to 
25 per cent premium, on average, 
over other departments. 

All indications are that talent will 
gravitate more and more towards 
data science. And both employees 
and companies offering analvtics 
services will mint money. € 


Send your comments to editor.bt@intoday.com 


NATIONAL INSTITU 
8 SECURITIES MAI 
An Educational initial.: 
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ММ is an Institute established by Securities and Exchange Board of India (SEBI) to build 
human resource capacity in the area of securities markets. It is an autonomous public trust 
governed by its Board of Governors. Chairman, SEBI is the ex-officio Chairman of the Board 
of Governors. An Academic Council provides academic guidance to NISM. 








NISM is engaged in capacity building for the securities market and its activities include 
teaching, research, certification, financial literacy and advisory services relating to 
securities markets. There are six schools in NISM, each serving a constituency in пен 
markets. Ithas significant industry interface and linkages. 


NISM currently operates from Vashi, Navi Mumbai. NISM is in the process of a major 
expansion by developing a world class, state-of-the-art facility for grooming professionals 
for the securities markets in India and the globe by developing a 70 acre plot of land at 
Patalganga on the Mumbai - Pune Express Highway. 


The Director of the Institute is the principal academic and executive officer of NISM. The 
incumbent would be expected to be an eminent academic/professional with proven track 
record in his/her area of specialization. The main expectation from the Director would bet to 
provide leadership in institution building and in facilitating execution of the grand vision ‹ 
NISM to become a world class Institution in the area of securities markets. Director shal! be 
offered pay in the range of 730 lakhs to 250 lakhs per annum. The selected candidate will 
also be offered accommodation owned by NISM and a car. 
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For more details about NISM, details of eligibility, terms of appointment, general instructions 
and the application procedure, please visit the Institute's website or SEBI's website 





http://www.sehi.gov.in http://www.nism. 
SECURITIES AND EXCHANGE BOARD OF INDIA NATIONAL INSTITUTE OF SECURITIES MARKET 
SEBI Bhavan, C 4 A, 'G' Block, Plot No. 82, Nism Bhavan, Sector-17, Vashi. 
Bandra Kurla Complex, Bandra East, Navi Mumbai - 400703 

Mumbai - 400051 Phone: +91-22-66735100-105 

Phone: +91-22-26449250 Fax: +91-22-66735110 | www.nism.ac.in 


Fax: --91-22-26449020 | www.sebi.gov.in 
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Senior Management Jobs brought to you by monster.com 





Step Up Placements 

Head - Mechanical Design & Validation 
Location: Bangalore, Chennai 

Job ID: 12290963 

Description: Business Leader (Head) for the 
entire Mechanical Design & Validation 
with P&L of $20mn over with 18+ Years of 
experience. 


Е 
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STEP 


Deloitte Consulting India Private 
Limited 

Sales Force Sr. Consultant 

Location: Hyderabad 

JobID: 11490344 

Description: Should have very good 
technical problem solving skills. 


Deloitte. 


dEEVOIR Consulting Services Pvt. Ltd. 
Area/ Territory Sales Manager 
— Location: Pune 

| dEEVOIR | JobID: 12328059 

| „а Description: He should have minimum 6 
years of experience in Construction 
Equipment Industry and should have 3 
years in sales of 30T above excavator and 
wheeled loader. 


Target Corporation India Private 
Limited 

HR Manager 

Location: Bangalore 

Job ID: 12271817 

Description: Leads a team to provide 
excellent HR support to assigned client 
groups, focusing on Staffing, Development, 
Retention and Brand. 


TARGET. 


To apply for above jobs logon to www.monster.com 
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Yuchra 

Formulation Scientist 

Location: Mumbai 

JobID: 12121918 

Decription: Looking for Formulat 
Scientist for regulatory mark 
MPharm/PhD with 5-8 yrs exp in s« 
oral/ dermatological/injectable produ 
Liaison with different teams internally 
with service providers as well. 


Capgemini 

Staffing Manager 

Location: Mumbai 

Job ID: 12212896 

Description: Manage арргоргӣ 
fulfillment strategies viz - recruitment, 
Contracting, Visa based deploym: 
Bench, roll offs, etc. 


ABC Consultants Private Limited 
Recruitment - Head/ Mgr 

Location: Noida 

Job ID: 12328183 

Description: Experience in hand 
National VMS Account Managen 
System. 


IMSI India P Ltd. 

Payroll/ Compensation - Head/ Mgr 
Location: Hyderabad 

Job ID: 12043637 

Description: Should be able 
communicate verbally and written 


English. 


>> And click the "Go" butt 
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Pegasystems inc 


о apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box 





Ciena 

Regional Systems & Network Engineer 
Location: Gurgaon 

Job ID: 12285483 

Description: The purpose of this position is 
to provide a Regional Systems and Network 
Engineering (RSNE) function within the 
Global Engineering organization for the 


АРАС / India region. 


BONFIGLIOLI Tramissions Pvt Ltd 
Senior Functional analyst 

Location: Chennai 

Job ID: 12338263 

Description: Sound knowledge of My SAP 
configuration, with proven experience in 
project implementation in an MNC 
preferably in a manufacturing 
Environment. 


ACS, Inc. 

QA Analyst 

Location: Cochin / Kochi / Ernakulam 
Job ID: 12160105 

Description: Responsible for activities 
involving quality assurance and compliance 
with applicable regulatory requirements. 


Pegasystems Worldwide India Pvt. Ltd. 
Senior Software Engineer 

Location: Hyderabad 

Job ID: 12311615 

Description: Work from requirement 
specifications to design, develop, 
implement, and maintain high-quality 
technical solutions. 
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Monster on mobile helps you find candidates 


anytime, anywhere 


Get Lucky. Get Active with Monster. 
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Juniper Networks Inc. 

QA Engineer 

Location: Bangalore 

Job ID: 11279876 

Description: To manage Function [esting 
effort with a team size of 8-12 resources. 


CIBER INC 

SAP Test Analyst 

Location: Chennai 

Job ID: 12257055 

Description: Should have 5+ years of SAP 
Testing Analyst experience in two SAP 


modules (MM, PP)e 


Venus Infotek 

Technical Lead 

Location: Bangalore 

Job ID: 12050011 

Description: 6-8 years оі experience in 
SDLC in Java development project is 
required. 


Fiserv 

Software Engineer/ Programme: 
Location: Pune 

Job ID: 12245166 

Description: Looking for candidate who 
has hands on experience SSIS,SSRS and 
SSAS with good communication skills 


>> And click the "Go 


button 
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monster 


Find Better 
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GrandTrust InfoTech Pvt. Ltd. 

Business Development Executive 
Location: Cochin 

Job ID: 12346861 

Description: A proven track record of 
selling IT products through cold calling, 
networking, prospecting and direct 
meetings. Ensure revenue generation. 


Avtar Career Creators 

Regional Sales Manager 

Location: Chennai 

Job ID: 12331790 

Description: The incumbent would be 
responsible for Business Development, 
Marketing, Tendering, Order Intake, 
Project Execution, Sales, etc. 


Nous Infosystems 

Business Development Manager 

Location: Bangalore 

Job ID: 12329300 

Description: The Business Development 
Manager will create, develop, and close new 
business opportunities. 


ADP India Private Limited 

Channel Sales Manager 

Location: Chennai 

Job ID: 12263828 

Description: Looking at 3-8 years in 
franchise development for Education 
Industry. 






Schneider 
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Schneider Electric India Pvt Ltd 
Business Development Manager 
Location: Mumbai 

Job ID: 12038708 

Decription: Must possess a str 
personality and good communication sk 


Golden Opportunities Pvt. Ltd 

Key Accounts Manager 

Location: Chennai 

Job ID: 12329453 

Description: Heading the multi-fac 
business development team and enst 
requisite skill sets are impartedto the te: 


Shriram Fortune Solutions Limited 
Branch Manager 

Location: Bhatinda 

Job ID: 12222889 

Description: He will be responsible 
Training, Development and motivatin 
team & able to build effective profess 
relationships with agents, clients. 


Live Connections Placements Pri 
Limited 

Business Development Manager 
Location: Chennai, Hyderabad 

Job ID: 12320252 

Description: Looking out for candi 
with Experience in Corporate sale. 


Get Lucky. Get Active with Monster. 
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Cisco Systems (India) Private Limited Syntel Limited 
Account Manager Finance Assistant 
1 | 1.1 | li: Location: Delhi Suge. Location: Pune 
CISCO Job ID: 12203023 Consider » Job ID: 12149999 | 
Description: Works closely with Cisco Decription: The job profile wi ( 
Capital Marketing, Sales, Operations, Financial Analysis ot various financial and 
Finance Partner and Business Development investment products and instrurn 


teams and the Cisco Channel Organization. 


Cognizant Technology Solutions India Futures Ahead 

Pvt Ltd Equity Research Analyst 

Senior Finance Analyst Location: Mumbai 

Location: Chennai Job ID: 12154888 

;ognizant Job ID: 12154897 Description: MBA Finance/CF/ 
Description: Provide accurate and timely candidates with 1+ years experienc: 

periodic financial reports to business unit Equity Research. 

and finance management. 





Suzlon Energy Limited Kelly Services India Private Limited 
Book Keeper/ Accounts Financial Controller 

А Location: Pune KELLY Location: Hyderabad 

iUZLON Job ID: 12204702 Job ID: 12338363 
Description: Knowledge of Accounts SERVICES Description: Identifies researches a 


Payable processes Exposure in working 


, - à; : resolves problems that are identified 
with SAP System Exposure in Microsoft 


employee expense reports. 


office suite. 
WNS Global Services Pvt. Ltd. Perficient India Private Limited 
Accountant Accounts Head / GM - Accounts 
/ NS Location: Mumbai [9 Location: Chennai 

v Job ID: 11267989 Perficient:  JobED: 11393358 
Description: Candidates must have Description: Should have good knowledge 
experienced in Accounts payable, Accounts in bookkeeping, bank accounts, payroll 
Receivable OR General Accounting. and compliance's. 


) apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box 
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few months before he 

took over as the CEO of 

the global banking gi- 
ant Citigroup in December 
2007, VIKRAM PANDIT bought 
an apartment in a landmark 
building in Manhattan where 
other owners included comedy 
superstar Jerry Seinfeld. At a 
reported price tag of $18 mil- 
lion, the purchase was one of 
the biggest real estate deals of 
the year in New York. Maria 
-ashby, the broker who han- 
dled the deal, recalled there was another bidder for the 
apartment but Pandit told her: “I never start without 
finishing.” 

Many on Wall Street are wondering if he followed this 
mantra in the biggest role vet of his career. Pandit's 
abrupt announcement that he was stepping down as 
Citigroup's CEO on October 16 left many company staff 
and observers stunned. While he insisted it was his own 
decision, media reports were full of unnamed insiders 
describing how Pandit was pushed out after a long-run- 
ning feud with Citigroup's board and Chairman Michael 
O'Neill over the company's performance and strategy. 

Assertions by new CEO Michael Corbat that Citigroup 
was “on the right path” only raised more questions 
about the reasons and timing of Pandit's resignation. 
O'Neill tried to quell speculation by reiterating that there 
were “no strategic, regulatory or operating issues” 
which led to Pandit's departure. 

The 55-year-old Nagpur native was said to have been 
handpicked by former US Treasury Secretary and 
Citigroup adviser Robert Rubin to head the 200-year-old 
financial conglomerate. Pandit was President and Chief 
Operating Officer at investment bank Morgan Stanley 


the top job. Citigroup bought Old Lane Partners, the 
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hedge fund he co-founded alter 
leaving Morgan Stanley, lor a 
reported $800 million, to bring 
Pandit into its fold in 2007. 

Even before he took over at 
the helm of Citigroup, there had 
been talk that Pandit got the 
nod because other candidates 
had turned down the job. Their 
reasons became clearer over 
the next few months as Wall 
Street was walloped by the 
2008 meltdown. Citigroup had 
to be bailed out with $45 billion 
in taxpayer funds, just one of the crises it faced during 
Pandit’s thankless five-year tenure. 

The problems started immediately after he took over. 
Citigroup failed in its bid to buy another troubled bank, 
Wachovia. Pandit clashed repeatedly with Sheila Bair, 
the former head of the Federal Deposit Insurance 
Corporation. who called Citi's performance under Pandit 
“the worst” among big banks. He was pilloried by anti- 
Wall Street activists who, predictably enough. called 
him “Vikram Bandit”. And this year, shareholders re- 
jected his $15-million pay package for 2011 — even 
though he took only a token $1 salary in the previous 
two years — and the Federal Reserve turned down 
Citigroup's bid to increase dividend payouts. 

His defenders, like Shiva Ganapathy, co-founder of 
the New York based Marco Polo Asset Management and 
a former Citi executive, say Pandit brought Citigroup 
back from the brink and was able to raise capital at a 
difficult time. In fact, Citigroup beat analysts’ estimates 
for the third quarter just a day before the CEO dropped 
his bombshell. But with the company's share price drop- 
ping 90 per cent during his five years at the top. it will 
be tough for Pandit to argue he finished what he started. 
or at least in the way he wanted to. 

INDIRA KANNAN 
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Rewarding the building blocks of 
an emerging economic powerhouse 


Building on the success of the last three editions, Business Today and 
YES BANK are proud to present the 4th Business Today SME Survey & 
Awards 2012. These annual, survey-based awards promote and salute 
the spirit of entrepreneurship on a national platform. Over 280,000 
entries received last year are testimony to the trust, transparency and 
credibility that form the pillars of these awards. 


Be a part of these prestigious awards and get 
recognised amongst the leading SMEs in India. 


YES / BANK o Grant Thornton 


To participate, log on to: www.btsme.in - www.business-today.com - www.yesbank.in 
Application forms are available at YES BANK branches. 
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Banking on 
Women 


“India has seen amazing 

development over the years,” 

says CANDACE BROWNING, who А, ` 

came to this country for the * 

ſirst time in 1984. Now Head of 

Global Research, Bank of 

America Merrill Lynch, she 

was back in India in October as 

part of a corporate social 

responsibility initiative begun 

by her bank. Each of the six 

participants in the programme, 

all women in senior positions, is 

mentoring an Indian woman in 

business related activity. “My 

mentee is trying to start a 

marketing project and the 

challenges she is facing are 

fascinating,” she says. a 

Browning, who loves India's RE cm 

cuisine and its vibrant colours, | 4 

also draws parallels between 

the experiences of her mentee, 

and women in South Africa 

and Tahiti in the Pacific, where 

the first two phases of her 

bank's project were held. 

"Women need to be clear both 

about the kind of people they 

hire, as well as the terms under | | 

which they take up : Candace Browning, 

employment.” | | | Head of Global Resea 
MANASI MITHEL » Bank of America Me! 


Chipping in at Home 


Intel. the world's largest chipmaker, has put another woman at the helm of its India 
operations. KUMUD SRINIVASAN replaces Praveen Vishakantaiah as President ol 
Intel India. Vishakantaiah will now join as a General Manager at Intel's PC Client 
Group in the US, while Srinivasan shifts to Bangalore from the Us in January 201 3. 
Though born in India, Srinivasan soon moved to the Us for higher studies. In her 25 
years with Intel, she has worked her way up the ranks, having earlier been part ol 
its Logic Technology Development and IT groups. Most recently, she led the delivery 
oL IT solutions and services for Intel's hardware and software engineers in the US. In 
December 2010, Intel appointed Debjani Ghosh as its 


South Asia Managing Director for sales and marketing. Kumud Srinivasan 


She is an 18-year veteran at the chipmaker. | 
GOUTAM DAS President, Intel India 
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Taxing Task 


Once, asked his address, RICHARD REKHY 
replied: “Jet Airways”. His recent 
appointment as India CEO of consulting 
lirm KPMG, is unlikely to reduce his flying 
hours. His lifestyle may remain much the 
same, but the task he has taken upis an 
onerous one. Rekhy has been with KPMG, 
the youngest of the four big global 
consulting giants in India — the others 
being PricewaterhouseCooper, Ernst & 
Young and Deloitte — for more than eight 
years. His last assignment was with the 
advisory practice, which is currently 
KPMG's biggest strength and contributes 
more than 50 per cent to its revenues. 
Indeed, Rekhy is credited with growing 
the advisory business from scratch. Rekhy 
is banking on the tax and advisory 
practices to keep KPMG growing in these 
challenging times. 

ANAND ADHIKARI 
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AMARNATH 
ANANTHANARAYANAN 
CEO and MD, Bharti 
AXA General Insurance 
My leadership style 
ва Delegative 

m Participative 
т Authoritative 

VE All of the above 


The political leader 
| admire the most 


Sardar Patel 


Tne business leader 
| admire the most 


J.R.D Tata 


The leadership lesson 
| remember best 


The best way to 
predict the future 

is to create it 

А book | would 
recommend on leadership 
Blue Ocean Strategy 
by W. Chan Kim and 
Renee Mauborgne 





The difference between 
a manager and a leader 


A manager gets the 
job done, while a 
leader creates the 
reason to get it done 


All good managers аге 
good leaders 
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As told to Vivan Mehra 


to complete mega projects before time, 
just turn on the cam. 


Managed Video Communication Solutions from airtel business include: 
Desktop VC, Video Conference & Realpresence 
To know more, email us at or visit 
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Be remembered for good. 


From a best selling singer, songwriter to a philanthropist 
who used music as a platform to awaken the world’s social 
conscience and raise funds for global causes like famine 
to feeding millions on the brink of starvation. He went 
beyond the lure of fame and heady adulation to promote 
universal brotherhood with ‘LiveAid’, Band Aid, USA for 
Africa and ‘Live 8’. Concerts that brought together the 
world's musical greats and gave voice to the voiceless. 
Bob Geldof — activist, Knight, Man of Peace recipient, 
eminent speaker and performer at THiNK201 2, Goa. 
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Bring the availability of cloud computing inside your 


datacenter with Windows Server 2012, the only 
server built from the cloud up. It lets you set up 
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remote location. So your applications are available 
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www.windowsserver2012.in 
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ARE INDIAN CEOs 


From the Editor 


he day before this issue of Business Today hits news stands, America 

will vote for a new president. The day after you invest less than 80 US 

cents in our quality journalism (in the event that you paid its full cover 
price), the Chinese Communist Party will meet to anoint a new leadership. 
Both transitions will have global economic repercussions, the Chinese one 
more so. If you happen to be in Beijing during the congress, you wouldn't be 
able to travel in a taxi with a handle on its rear window, or carry ping-pong 
balls in your pocket, or let your carrier pigeons out of their coops, or take your 
remote-controlled toy plane out for a joyride. All these are considered sub- 
versive activities. If vou lived in Singapore, you could cheer yourself up with 
front-page headlines on how the government intends to reward you for hav- 
ing more babies and also worries about whether the island republic can fit in 
a population of six million. If you lived in India, of course. you could drive the 
wrong way on a one-way street, use (or abuse) social media, build and Пу a 
radio-controlled plane — I just took a look at a how-to blog — spit out of taxi 
windows subversively, marvel at the endless shenanigans of our point-and- 
shoot politicians, or watch the fascinating stand-off between Finance Minister 
P. Chidambaram and Reserve Bank of India Governor Duvvuri Subbarao over 
interest rates. The minister seems to think that it is a growth versus inflation 
issue, while the central banker is clear that you can aim for growth, but with 
low inflation. Indians look set to suffer high single-digit inflation until at least 
the spring of 201 3, when some people are betting we could have a new gen- 
eral election spurred on by the results of the Gujarat and Himachal Pradesh 
elections. Despite thinly-disguised pressure from the government, the RBI dug 
in its heels; for a clear-eyed analysis of the situation, go to page 43 and in 
particular read Subbarao's interview with BT on page 46. 

"Fiscal profligacy" is a phrase bandied about to explain 
India's rising deficit, something that Chidambaram hopes to 
nearly halve by 2016/17 (presumably. if the UPA is still in 
power) but what about corporate profligacy? It is no secret that 
private-sector salaries in India have been rising inexorably over 
the past decade and a half, and nowhere was this more evident 
than in the software industry where 25 per cent pay rises were 
as common as 25 per cent staff turnover or “churn” as gleeful 
and greedy twentysomethings skipped from one job to another. 
Greed is good, as Gordon Gecko said in "Wall Street", but how 
do you balance lavishly generous pay for people at the top of the 
corporate ladder? Is sky-high CEO pay in line with sky-high 
shareholder returns, or are we giving the term “robber barons” à new twist: 
Our cover story, written by Senior Editor Shamni Pande with help from a team 
of colleagues whose eyes glazed over counting the zeros on CEO paychecks. 
starts with a revolt by institutional shareholders against the compensation 
for politician-businessman Naveen Jindal (who ironically also figured on the 
BT Best CEOs cover, February 5, 2012, for sustained high performance). Of 
course, Jindal had his way because the promoter shareholding far outstripped 
the institutions. But the thorny issue of how much is too much for a CEO in a 
country like India will not go away. Our story, based on a thorough survev 
by global human-resource consulting firm Aon Hewitt, also addresses the 
dilemma of fixed and variable pay. Too much variable pay, some feel, encour- 
ages extreme short-termism and a deceptive emphasis on share-price inflation 
at the cost of fundamentals. Infosys's Chairman Emeritus N.R. Narayana 
Murthy offers a wise — and wry – view on page 66, while ICICI Bank's HR head 
K. Ramkumar puts the debate in clear and crisp perspective on page 60. 


Where do you stand on CEO pay: Tell us. 
Сакта Aabar 


chaitanya.Kalbag@intoday.com 
www.businesstoday.in/editor 
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Angry Worker 

Having followed the BT 500 listings 
for almost five years now, | must say 
India’s Most Valuable Companies 
(November 1 1) is one of the best 
special issues on the stands. I felt the 
best of the package of stories was the 
one on raging labour issues. Why is 
He So Angry? The story rightly 
highlights one of our biggest 
problems — that of compensation 
for blue collar workers, and their 
position in the company. We have 
all seen what happened at Maruti 
Suzuki's Manesar plant in July. 
There are many other unreported 
stories in other states, where 
companies have closed down due to 
labour unrest. Our government 
should look into these issues and see 


www.facebook.com/Business Today 
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WRITE TO 


The Editor, Business Today, India Today Mediaplex, FC- 


8, Sector 16/A, Film City, Noida-201301. 


Website: www.businesstoday.in 
Unsolicited articles will not be returned 
or acknowledged. 
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MM Letters To The Editor 


In an uncertain situation, 


challenging: Subbarao: sane 


voice in an economic babble... 
Indian Economists 


E-mail: letters.bt@intoday.com/editor.bt@intoday.com 


what exactly is going wrong as 
nothing is more important than 
creating jobs for our people and also 
ensuring everyone has equal rights. 
Debasish Das, Kolkata 


Suggestions 

Your special issue India's Most 
Valuable Companies was very 
informative giving insights into all 
leading companies market cap. 
assets, income, etc. Being an 
employee of a logistics company, 1 
request vou to come up with a 
special issue on logistics firms of 
India and their future prospects. of 
the Logistics companies of India. I 
would like an interview of Sachin 
Pilot if possible, to be featured in any 
of the next editions. He is one of the 
dynamic young politicians of India. 
Sumit Agarwal, Howrali 


Allegations Galore 
Arvind Kejriwal's allegations 
against DLF and Robert Vadra, son- 
in-law of Congress President Sonia 
Gandhi drew national attention. But 
Business Today has pointed out that 
the DLF is deep in debt, facing its 
worst crisis (In the Dock, Nov 1 1). 
Now who will — or can — help 
whom: If Kejriwal has left out many 
politicians like Sharad Pawar, is it 
his double standard or is he keeping 
his powder dry for further attacks: 
Will he achieve his aim: 


Jacob Sahayam, Thiruvananthapuram 


Kejriwal targets RIL, accuses 
govt of collusion: Everyday 
he is raking up pointless 


issues, without any solutions. 
Zaki Ahmad 


FOR SUBSCRIPTION ASSISTANCE WRITE TO 
Customer Care, India Today Group, А-61, 
Sector-57, Noida (U.P.) — 201 301 

Phone: (0120) 2479900 from 

Delhi & Faridabad; (0120) 2479900 
(Monday-Friday; 10 am-6 pm) 

from Rest of India; Toll free no. 1800 1800 100 
(from BSNL/ MTNL lines); Fax: (0120) 4078080 
E-mail: wecarebg@intoday.com 


Unnecessary Burden 
You have rightly stated that "The 
retrospective tax amendments in last 
vear's Budget violated basic 
principles of Indian law" ( Healing 
Touch, Nov 11). The Lok Sabha 
passed the Finance Bill without any 
modification of the clause on 
retrospective taxation. Vodafone. 

for instance, is required to pay taxes 
with interest and penalty for an 
action it did not know would invite 
tax. Such a bad law is a blow to 
India’s image on the global stage and 
that too at a time when India needs 
more foreign investors. 

Former Finance Minister Pranab 
Mukherjee has claimed India is not a 
tax haven where payment of tax can 
be avoided, but we should remember 
that taxation principles are clear on 
the fact that while tax evasion is 
illegal, tax avoidance or tax planning 
within the legal framework to reduce 
tax liabilities, is not. I feel this 
provision must be dropped it in the 
next Finance Bill — and with 
‘retrospective eflect. 

Mahesh Kapasi, Delhi 


Send all your comments to editor.bt@intoday.com 
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The Lanco Chairman talks to 8T about 
the challenges his company faces and 
how he hopes to overcome them. 
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Wipro De-merger 

Wipro is hiving off its non-IT 
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company. Goutam Das analyses 
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(he world's largest steelmaker . 
L.N. Mittal’s ArcelorMittal, 
plunged to a third quarter net 
loss of $709 million, as com- 
pared to a $659 million net 
profit during the third quarter in 
2011, due to a slump in Chinese 
demand and operating losses in 
Europe. ArcelorMittal's results 
and guidance may provide clues 
lor Tata Steel's European opera- 
tions. which contribute nearly 
53 per cent of its total produc- 
tion capacity. 
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In a relief to 

incumbent telecom 
operators, a panel of 
ministers has allowed 
them to retain up to 
2.5 megahertz of 
spectrum in the 900- 
MHz band, provided 
they pay market rates 
for it while renewing 
their licences. An 
earlier decision by the 
department of 
telecom, directing that 
operators should 
return all the 900 MHz 
spectrum they have 
and buy it back during 
auctions if they want 
to, would have cost 
the firms 11 trillion. 


The Wipro board 

has approved 
separation of its 
non-IT business - 
Wipro Consumer Care 
and Lighting, Medical 
Diagnostic Product 
and Services, and 
Wipro Infrastructure 
Engineering - into a 
separate entity called 
Wipro Enterprises Ltd. 


2()] ? 


Founder of India's first low-cost 
airline Air Deccan G.R. Gopinath 
has kicked up a storm by charg- 
ing domestic airlines with price 
manipulation at a recent meet 
organised by the Centre for Asia 
Pacific Aviation. Gopinath 
claimed airlines fix prices and the 
Airlines 
works as a certel. IndiGo's presi- 
dent Aditva Ghosh, Spice]et CEO 


Federation of Indian 


Neil Mills and Jet Airways’ Chief 


Commercia! Officer Sudheer 
Raghavan, among others, who 
were present. were not amused. 





мегпапсе, decision- 
naking, reforms and - 


icy paralysis were 


Walt Disney will buy 
George Lucas's 
Lucasfilm and its Star 
Wars franchise for $4.05 
billion in cash and stock. 
The deal includes a new 
film in the Star Wars saga 
in 2015. This is the third 
time in less than seven 
years Disney has signed a 
deal to take over a studio 
or character portfolio. In 
2006, Disney acquired 
Toy Story creator Pixar, 
and in 2009 bought the 
comic book powerhouse 
Marvel. 





The 100 richest people 

on the planet lost $17.7 
billion of their collective 
net worth after 
disappointing corporate 
earnings in the US, 
according to Bloomberg 
Billionaires Index. Mexican 
telecommunications 
magnate Carlos Slim 
remains the richest man 
on earth, with a fortune of 
$75.6 billion, down $2 
billion. Microsoft Corp co- 
founder Bill Gates is 
second, with $62.5 billion. 
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Economy 





India's fiscal deficit in the April- 
September period rose to 43.37 
trillion ($62.6 billion), or 65.6 per 
cent ofthe full fiscal year 2012/13 
target. During the same period in 
the previous fiscal year, the deficit 
was 68 per cent of the budget tar- 
get. The net tax receipts during the 
April-September period stood at 
12.94 trillion and the total ex- 
penditure was about 16.94 trillion. 
Finance Minister P. Chidambaram 
has said he is aiming to keep the 
deficit at 5.3 per cent of GDP this 
liscal year, a revision to the previ- 
ous target of 5.1 per cent, pro- 
jected in the last Budget. 


Private cargo handler ABG Haldia 
Bulk Terminals (HBT) has decided 
to pull out from West Bengal. after 
three company officials were 
forced to leave Haldia, a port town 
around 100 km south of Kolkata, 
at gunpoint. The company claims 
police were no help. The decision is 
another big loss for the state, 
which had four years ago lost 
Tata's Nano car project in Singur. 


India is among the fastest growing 
Internet markets in the world, add- 
ing over 18 million Internet users 
and growing at an annual rate of 
41 per cent, according to a study 
by Assocham and ComScore. In 
comparison, China added a little 
over 14 million users to reach 336 
million users by the end of July. 
The Indian government plans to 
invest more than 320,000 crore 
over the next few vears to 
strengthen the broadband net- 
work. Broadband penetration is 
expected to rise to 600 million by 
2020 from 20 million now, ac- 
cording to telecom secretary R. 
Chandrasekhar. 













it 
Planned government 
spending on cyber 
security over the next 
four years, according to 
Kapil Sibal. 


Mobile phone units 
shipped to India during 
the first half of 2012, 
registering a growth of 
16.6 per cent over the 
same period the 
previous year. Nokia, 
with 22.2 per cent share 
and Samsung at 13 per 
cent were the leaders 

in the overall shipments. 
in the smartphone 
category, Samsung, 
with 41.6 per cent 

share, is followed by 
Nokia and Research- 
in-Motion with 19.2 per 
cent and 12.1 per cent 
share, respectively. 
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Markets 


Foreign institutional investor 
purchases in top Indian com- 
panies are fast increasing. The 
Fils are attracted by valuations 
and the reforms initiated by 
the government since mid- 
september. They had upped 
their stake in 75 top compa- 
nies by 1.4 per cent to a six- 
year high of 21.6 per cent as 
of September 201 2, according 
to Morgan Stanley, which is 
just short of the record of 22 
per cent reached in mid-2005. 
In June 2012. the correspond- 
ing figure was 19.3 per cent. 





Swiss banking major UBS is 
slashing 10,000 jobs world- 
wide, including some in India, 
as part of a massive cost cut- 


ting exercise. UBS's head of 


India investment banking, 
Ashok Mittal, has resigned. 


FM miffed with RBI not cutting rates 
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The Real Estate 

85 (Regulation and 
Development) RIT is 
likely to be presented in 
Parliament during the 
coming winter session. 
The Central government 
is pushing the states to 
give long-term bankable 
property rights to urban 
sium dwellers, according 
to Minister for Housing 
Ajay Maken. 









| Citibank, HSBC 

BÉ and Kotak Securities 
are likely to manage 

the auction of the 
government 10 per cent 
equity in state-un Od 
india. The offer for 
sale is likely to 
kick-start the 
disinvestment 
programme for this 
financial year before 
December end, it is 
expected to fetch 
about $3,500 crore. 
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The Rest 


Do not be taken in by global — 
analysts’ predictions. India is 
doing far better than its peers. 
By SHANKAR SHARMA 





have been worrying of late. Some signs are 
emerging that India's stock market rally 
may be faltering a tad. 

But my concern doesn't stem from 
anything that I see on the macro or the micro 
horizon. Things look quite agreeable in India. 
No, my concern stems from disquieting reports 
in the media about how foreign brokers are 
turning bullish on India, turning bullish on 
India's prospects, on India's rupee, on India's 
current account deficit, on India’s reforms, on 
India's rule of law, on India’s movies. 

The reason I view all this bullishness with 
great trepidation is that | have never seen 
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these Wall Street types get it right 
about markets. And I have been 
around a while. From the Latin 
American crisis to the Asian crisis, 
from the dotcom crisis to the sub- 
prime crisis, Wall Street has gotten it 
always wrong impressively and un- 
erringly. It has been a series of bra- 
vura performances on how not to get 
things right on markets. 

In the very same breath, pompous 











the fourth best performing mark 
the world this year, up 22 per i 
The rupee has been flat through 


year. Russia is up just three per ‹ 
Brazil is up one per cent (and il 


INDIA'S ECONOMIC ncy is down eight pei 


year!). And ves, Indonesia is up 
cent but hold on, its currency is dı 
six per cent this vear! 5o muc! 
placing India with Indonesia 


analysts and economists sitting in Shankar Sharma BRIC pack. 


high rises in Hong Kong and eee fv Actually, that's not such 


singapore, have. all through last vear 

and up till June this year, extolled China for "slowing 
things down perfectly to plan" while India was slowing 
down absolutely without any plan. 

All reports by these guys have been uniformly bull- 
ish on China, and supremely bearish on India. China 
gets it. India doesn't. China's politicians can walk on 
water. India's walk through treacle. China has plenty 
of firepower and stimulates its economy any time it 
wants to... it is just letting it glide to stall speed. India is 
bust, no money anywhere, high twin deficits, so there 
is no way India can stimulate. China is clean politics, 
no corruption. India is corrupt through and through. 

One of the things that really made me crack up was 
when a Western analyst said the "I" in BRIC should be 
Indonesia and not India! I found that really creative, 
clever, and actually quite an adorable thought. 

And then we have had the global rating agencies. 
Perenially bearish on India. Threatening to downgrade 
India 12 months à year. Let us just go back and see 
their track records ... Mexico was a super investment 
grade country in the early 1980s. Asian countries were 
AAA just before they all went bust in 1997/98, Sub 
prime was rated AAA. European economies were all 
AAA before they went belly up. 

So | am now very worried that these guys will 
change their view on India and actually talk of raising 
their ratings. 

Whatever happens. we simply can't afford these 
foreign brokers and agencies turning bullish on India. 

And since they have been bearish on India nearly 
all of 2012, let's look at how we have done... India is 


thought. India simply doesn't b 


year. China is down 4.5 per cent t! 


to that pack. India stands heads and shoulders ab 


that group in terms of composition of GD! 
organic growth, rule of law... I could go on and o 


suffice it to say that India's growth model towers above 


the rest. 

So how do things look from here: 

They look great as far as India is concerned 
growth rate has bottomed out. Same time | 
India will be smoking hot in terms of relativ: 


rates. The RBI has to cut rates. That will give anot 


boost to the economy. Oil prices are headed shat 
downwards. Gold prices and gold imports are head 


sharply downwards as well. Both are great for th 
rent account. I see the rupee in the 40s rang 
next few months. 

Too much is being made of the slow pace of in 
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ment. That's not as bad as it seems. India created uı 


economical capacities in road, power. etc. Compan 


bid irrationally. Now that has gone away. So this 


in building new capacities will mean that existing рї; 


ers will make more money and that will spur cre 
of new capacities a few months down the road 
in hyper competition is not such a bad thing 


All things considered, | am of the clear view th; 


few years from now the world will laud India’s 
nomic growth model, and lambast China's. 

That will be the day I will really be worried 
then. India's stock market has a nice ride ahi 
tight. Ф 

The author is Vice Chai 
Joint Managing Director, 1 
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Telenor finds a new partne 
a low-profile Mumbai busin 








orwegian telecom giant Telenor 

sprang a surprise on October 26. 

when it disclosed its new Indian 
partner, a relatively unknown entity called 
Lakshdeep Investments & Finance Pvt Ltd. 
It is a financial investment company con- 
trolled by Sudhir Vrundavandas Valia, the 
56-year-old Executive Director of pharma 
major Sun Pharma. "It is a financial invest- 
ment by Mr Valia in his personal capacity," 
clarified Telenor. Valia, a chartered ac- 
countant by training, is the brother-in-law 
of Sun Pharma's Managing Director Dilip 
S. Shanghvi. 

Telenor's new wholly-owned Indian 
unit Telewings Communications has signed 
poo a partnership agreement with Valia's com- 

_ pany. Lakshdeep will infuse equity into 
SUDHIR VALIA Telewings after it is awarded the licence and 
CONCEDES THAT buys 26 spectrum to operate in India. 

TELECOM IS Confident and articulate, Valia concedes 

UNCHARTERED that telecom is unchartered terrain for him 
TERRAIN FOR but believes that Telewings was a compel- 
HIM BUT ling business proposition. “It is true that this 
BELIEVES THAT is a new sector for us, but we want to diver- 

(EE NOR S sily, he says. 

There is a 74 per cent ceiling on foreign 


INDIAN UNIT) inion 
irect investment in telecom and, therefore. 
WAS A j 


Telenor needs an Indian partner. Valia will 
y 07 only be a financial investor with Telenor 
PROPOSITION 





Telewings. "We wanted a partner who was 
comfortable with allowing Telenor Group to 
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By E. KUMAR SHARMA and SUNNY SEN 


have full management control, 
Telenor spokesperson. 


retaining management control of 


RARE 


For a 26 per cent stake in Telewir 
analvsts estimate that Valia will have to fork 
out anywhere between 12.000 to 32,500 
crore. “It is not necessary for all funds to 
come through equity. Some newspapers 
have calculated 32,000 crore but it is not 
decided," says Valia. This implies that the 
company may also raise substantial debt 
along with an equity infusion. "Much of the 
money brought in by the investor will be 
used to pay for the lic ence and spectrum," 
says Rahul Singh. Head of Equity Research, 
StanChart. 

Telenor had earlier picked up a 67 per 
cent stake in a telecom company promoted by 
real estate major Unitech. However, the ven- 
ture ran into trouble after the Supreme Court 
cancelled all 26 licences allotted to companies 
on or after January 2008. Telenor and 
Unitech subsequently decided to part ways. 

Talia asserts that Lakshdeep has a diverse 
investment portfolio and the resources to 
invest a substantial amount in Telewings. 
"We have several investments in sectors like 
power, real estate, finance and pharma and 
we get returns from there," he says. while 
refusing to divulge the net worth or the size 
of Lakshdeep Investments' portfolio. 

It remains to be seen though whether 
Telenor will have better luck in its second 
innings in India with Valia on board. € 
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GST-RELATED 
ISSUES” 


Sushil Modi, 
Deputy Chief Minister, Bihar 








Headway At Last 


Unexpected cordiality between the Centre and states revives 
hope of early transition to a GST regime. By SANJIV SHANKARAN 


he impasse between the Centre and 

states over the introduction of a 

Goods and Services Tax (GST) regime 
may finally have ended. 

Sushil Kumar Modi, Bihar's Deputy 
Chief Minister and a senior leader of the 
Bharatiya Janata Party, was upbeat alter a 
meeting with Union Finance Minister P. 


Chidambaram on October 25. “We are 
inching towards convergence on these 
(GST-related) issues,” said Modi, who heads 
the Empowered Committee on GST, the 
body representing the states. Separately, 
Chida-mbaram flagged transition to GST as 
one of his priorities. 

GST is India’s most ambitious indirect 
tax reform, which seeks to create a common 
market in the country by dismantling tax 
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barriers between states. 

A study in 2009 by economic think- 
tank National Council of Applied Economic 
Research estimated that rolling out GST 
would increase GDP growth by anywhere 
between 0.9 per cent to 1.7 per cent and 
also make industry more competitive. 

Indeed, given the apparent inherent 
benefits of a transition to GST, the logjam of 
the last couple of years was surprising. As 
recently as July, finance ministers of states 
had met in Delhi and complained about a 
“trust deficit" impacting GST 
negotiations. 

A vitiated political environment had 
stalled progress, according to analysts. 
“There was always a way out, but political 
circumstances did not allow for meaningful 
discussions," says Satya Poddar. partner at 
Ernst & Young, who has closely tracked GST 
negotiations over the last few years. 

The next meeting between 
Chidambaram and the states on the subject 
is scheduled for November 8. This meeting 
is set to be held in a more conducive atmos- 
phere. Modi tried to temper expectations by 
sidestepping questions on when GST would 
be unveiled. Most of the details related to 
the GST architecture, including items to be 
taxed and rates, are yet to be finalised. 

However, people tracking the negotia- 
tions say that there could be significant 
progress soon as both the centre and states 
are coming around to the view that GST 
does not have be rolled out across the entire 
country to begin with. 

Sceptical states could be given an option 
to stay out. The underlying logic here is 
that as industry gravitates towards states 
with GST, others would be forced to adopt 
the tax reform soon. 

Indeed, given the recent surprising 
twists and turns in economic policymaking, 
don't rule out GST emerging as a showpiece 
reform in the days to come. € 
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Sports 





A new innings now: The Hyderabad franchise was 
earlier held by Deccan Charges. (Above: Team 
celebrating its 2009 IPL win) 


Cloud over the Sun 


Sun TV's investment in an Indian Premier League franchise may 
not have been the wisest of moves. By N. MADHAVAN 


un TV Network, controlled by media 

baron Kalanithi Maran. is the latest 

entrant into the Indian Premier 
League (IPL) after it picked up the Hyderabad 
franchise with its bid of X425 crore for five 
vears. The franchise was up for grabs after 
the IPL governing council terminated the 
previous owner Deccan Chargers’ contract 
for breach of contract terms. 

The IPL foray fits well into Sun TV's broad 
strategy of focusing on media and entertain- 
ment, said Chief Financial Officer S.L. 
Narayanan soon after winning the bid. Sun 
TV plans to leverage its strong presence in the 
entertainment industry to ensure the new 
venture breaks even in the first year and 
makes a profit from the second. The company 
has 32 television channels and 45 FM radio 
stations, mostly in South India. 

The stock markets, though. are not shar- 
ing Sun TV's optimism. Its scrip lost 1 2.5 per 
cent from a one-week high of 3358.25 on 
October 25, the day the company was 
awarded the IPL franchise, to close at 131 8.55 
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on October 30 on the Bombay Stock 
Exchange. Analysts are worried that the IPL 
investment will eat into Sun TV's enviable 
profit margins, at least in the short term. The 
company's operating profit margin for 
2011/12 was nearly 84 per cent and net 
profit margin a shade below 40 per cent. 
"While the deal will be EPS (earnings per 
share) dilutive in the near term, we expect 
Sun TV to benefit in the medium term from 
synergies with its television and radio busi- 
nesses,” says Enam Securities in a report. 

But many feel even this is an optimistic 
view, and that it may be tough for Sun TV to 
make a profit from the cricketing venture. It 
has agreed to pay the Board of Control for 
Cricket in India (BCCI) 385.05 crore annu- 
ally for five vears. There are two other major 
expenditure heads — player fee, which typi- 
cally works out to about 150 crore a year, 
and operational costs, which add up to an- 
other 110 crore. Thus, the total cost works 
out to be 1145 crore a year. Against this, 
there are three revenue streams. A share of 
TV rights that BCCI distributes to franchises 
— about 130 crore — team sponsorship and 
gate revenue. The last two will decide the fate 
of Sun TV's investment. 

The company's management is confident 
of bagging sponsorship deals given its clout 
with advertisers. But this may not be enough. 
say analysts. Even successful teams such as 
Chennai Super Kings or Kolkata Knight 
Riders, which have a lot of sponsors. are 
barely making profits, though they paid less 
than half of what Sun TV has agreed to. Gate 
revenue is a worry too. The Telangana tur- 
moil prevented Deccan Chargers from host- 
ing its home matches in Hyderabad in the 
last two tournaments. Footfalls will be low if 
matches are not held on home ground. 

For the moment, the Sun TV manage- 
ment is busy finalising a name for the team 
and short-listing likely team members. They 
can only hope that Maran's magic touch. 
clearly seen in his earlier business forays 
such as satellite TV, works once again. Ф 
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Column/Insider Trading 














The Rajat Gupta trial offers pointers on how insider 
trading can be checked in this country as well 


he recent conviction and sentenc- 

ing of Rajat Gupta in the United 

States has led to a renewed focus on 
the problem of insider trading in securities 
markets. Unlike in other cases, the report- 
age on the case has tended to devote con- 
siderable attention to the admittedly out- 
standing work Gupta has done in empow- 
ering the disadvantaged by interventions 
in the areas of education and health. All 
this should not divert our attention [rom 
the seriousness of insider trading, which is 
a continuing challenge for regulators of the 
securities market. While lavishing praise on 
a jurisdiction that quickly and effectively 


are correct, complete and contemporane- 
ous. Every insider, whether she or he is a 
director, a promoter or an employee, is 
privy to some information before the rest of 
the world is. If that information is passed 
onto someone who trades on that basis, the 
offence of insider trading is complete, 
whether or not the person who passed on 
the information or the one who acted on it 
made money in the process. In that view of 
the matter, the jury held Gupta guilty on 
some of the charges brought against him. 
The claim, on which evidence was not al- 
lowed to be led, that Raj Rajaratnam, the 
recipient of information had other sources, 
is neither here nor there. 

What lessons, if any, are there for India 
in dealing with insider trading. which is 


A SAFE AND SOUND MARKET IS 
ONE IN WHICH ALL INFORMATION 
THAT IS RELEVANT TO INVESTORS 
IS IN THE PUBLIC DOMAIN 
THROUGH DISCLOSURES THAT 
ARE CORRECT, COMPLETE AND 
CONTEMPORANEOUS 


allegedly rampant here? The first is to suc- 
cessfully conclude a few high profile cases 
in as short a time as possible. This alone 
will help address the perception that insider 
trading invariably goes unpunished in 
India. Matters might have been signifi- 
cantly different if the Bombay High Court 
had quickly decided a case involving senior 








addressed the issue in this case, we must 
not lose sight of the fact that it was not the 
US's regulatory body. Securities and 
Exchange Commission, but the prosecutors 
in New York that accomplished the task. 
Asymmetry of information is a major 
issue that strikes at the root of fairness of the 
securities market. A safe and sound market 
is one in which all information that is rele- 
vant to existing and potential investors is in 
the public domain through disclosures that 
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officials of two MNCs who were found guilty 
by the then SEBI Chairman in 1998 and 
had the orders reversed by an appellate 
body shortly thereafter. If it is decided in 
SEBI's favour, even after the passage of so 
many years, it will give a fillip to SEBI's ef- 
forts at curbing insider trading. While SEBI 
has had a few successes, it is, as is often the 
case, the failures that have attracted atten- 
tion and led to adverse conclusions and 
comments. 

Surveillance, investigation and enforce- 
ment are kevs to effective regulation. SEBI 
has had, for some vears now. a surveillance 
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Speedily tried: Rajat Gupta 


system that has thrown up a large number 


of alerts in real time. Acting on one of 


these, some years ago, SEBI officials had 
cracked the Nissan Copper case in less than 
two days. However, SEBI's manpower is 
inadequate, considering the large number 
of regulated entities, the very large number 
of transactions in the market, the increas- 
ing complexity of instruments and the in- 





tions. If this category can be dealt with by 
a system of consent orders, after putting in 
place the necessary safeguards based on 
experience, it would leave the investigation 
machinery and the enforcement officials in 
SEBI with the time and the bandwidth to 
effectively deal with the more important 
cases. 

It is also necessary to ensure that secu- 
rities market jurisprudence recognises that 
preponderance of probability is adequate to 
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UNLESS ENFORCEMENT ACTION 
IS TIMELY, EFFECTIVE AND 
EXEMPLARY, AT LEAST IN 
CASES THAT HAVE SYSTEMIC 
IMPLICATIONS, THERE WILL BE 
NO ELEMENT OF DETERRENCE 


establish a case. Many cases in which there 
is a high degree of probability that there 
has been wrongdoing, might fall short of 
meeting the higher standard of the charge 
being proved beyond doubt. 

Finally, speed is of the essence. Harshad 
Mehta and Nick Leeson committed their 


novative malpractices that seemed to 
abound, Enforcement is an even bigger 
weakness than investigation. Unless en- 
forcement action is timely, effective and 
exemplary, at least in cases that have sys- 
temic implications, there will be no element 
of deterrence. To achieve this, it is neces- 
sary to ensure that this system is not 
clogged with too many cases, a large 
number of which might be technical viola- 
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transgressions, though not of insider trad- 
ing, around the same time. Leeson was 
tried, punished, served his term, wrote a 
book and lives happily or unhappily there- 
after. In Mehta's case, there was only опе 
conviction and that too in a cheque bounc- 
ing case before he passed away. And this in 
a country which holds the record of trying 
and punishing the accused in a rape case 
in seven days time. 

The author is a former chairman of the 

Securities and Exchange Board of India 
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E-BOOKS HAVE 
YET TO TAKE 
OFF IN INDIA, 

SOLELY FOR 
LACK OF A 
PLATFORM FROM 
WHICH THEY 
CAN BE 
DOWNLOADED AT 

RUPEE PRICES 









Publishing 


Embrace of Titans 


With e-books changing the dynamics of publishing, Penguin and 
Random House merge to protect their turf. By DEBASHISH MUKERJI 


n e-book revolution is afoot, though 


it has not touched the borders of 


India yet. In 2011, online retailer 
Amazon sold 114 e-books for every 100 
printed books, while e-book sales across all 
platforms rose 117 per cent over the previ- 
ous year. It is this seminal change in the 
nature of the trade that is primarily respon- 
sible, analysts believe, for the recent decision 
of publishing giants Random House and 
Penguin to merge into a single mega-entity 
- Penguin Random House. 

So far. in what is called the ‘agency 
model’, publishers decided the price of 
books, be they in print or digital form. ү 
Some digital platforms, such as 
Apple's iBooks, have no prob- 
lem with that, as long as 
their commission is 
not reduced. But 
others. led by 
Amazon, prefer 
to buy books off 
publishers at a 
discount, 
and sell 
them at 
prices they 
choose. They have 
been pressing for big- 
ger and bigger discounts. 
eflectively taking away the pub- 
lisher's price control. " Amazon has been 
squeezing publishers and obviously Penguin 
and Random House felt coming together 
would give them more heft to counter 
Amazon," says the chief editor of a rival pub- 
lishing house's Indian subsidiary. 

A pointer to the intense battle currently 
raging is the antitrust suit filed by the US 


government in April this year against five of 


the top six global publishers. along with 
Apple — Penguin, Macmillan, Hachette, 
HarperCollins and Simon & Schuster — accus- 
ing them of colluding to fix e-book prices. 
While the others have settled Apple. Penguin 
and Macmillan are still contesting the case. 
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Penguin, however, strongly denies that 
Amazon's squeeze was the sole trigger for 
the merger. “The strategic rationale has 
more to do with looking five to 10 years out, 
and thinking about how we can create a 
publishing company for the future, one 
which will have more resources to invest in 
diverse content, new formats, channels and 
so forth,” says Rebecca Sinclair, Communi- 
cations Director, Penguin, UK. 

Random House is currently the leading 
publisher in both the United States and the 
United Kingdom, while Penguin is in second 
place in the US and in third in the 

UK. (In emerging markets 
such as India 
though 

Penguin is way 
ahead ol 
Random 
House.) Their 
merger, ex- 
pected to be com- 
plete only in the sec- 
ond half of 201 3, will 
produce a company with 
annual revenue of $4 bil- 
lion, which will control about 
a quarter of the global book trade. 
Approval from the antitrust au- 
thorities is still awaited, but Penguin 
does not expect this to be a problem. "We 
have taken advice and wouldn't have got 
to this point if we didn't think we have a good 
chance of success," says Sinclair. Random 
House's parent company, the Germany-based 
Bertelsmann SE & Co. will hold 53 per cent in 
the new entity, with Penguin owner Pearson 
Plc holding the rest. 

How much does this matter to India: 
E-books have vet to take off here, but solely 
for lack of a platform from which they can be 
downloaded at rupee prices. With Penguin 
India having embarked on an e-book pro- 
gramme, and online retailers like Flipkart and 
Infibeam set to provide such a platform. the 
revolution may soon hit India too. Ф 
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| CHANGED MANY THINGS IN LIFE! 





MY PET DOGS, 
MY PERSONAL BLOGS.. 


MY FANCY CLUBS |. 





MY SOCIAL HUBS... 


MY FAVORITE PRANKS, 
MY INVESTMENT BANKS.. 


MY STUPID DEEDS, „= 
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my CRAZY NEEDS...” ай 
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d, WHAT NEVER CHANGED „ 
IS THE WAY | DRESS. | 



















Review 


Change Is in the Air 


Windows 8 is a substantially new take on computing as we 
have known it so far. For one, the Start button is missing - 
you will not need it. The homescreen has all your familiar 
apps and programmes, arranged as a mosaic of live tiles 
constantly being updated. The new operating system (OS) 
is optimised for touch, but is equally effective with mouse 
and keyboard - you can use either to access every 
programme. It also works equally well on any type of 
device, be it a tablet or a laptop. The most striking aspect 
of the OS, however, has to be the clean, clutter-free design. 
There is a lot of free space on the screen, because the 
chrome, or virtual keys, now appear only when you 
command them to, either by a finger swipe or a movement 
Multi-device of the mouse. But everything is now linked to the cloud and 
Clean design you do fee! a bit debilitated while working offline. 





Not ideal for offline use А 
Needs тоге apps Windows 8 





Microsoft Office 





Full cloud No support for 
integration pre-Windows 7 version 
Ease of use Works better online 


New Office Window 


The new Microsoft Office, one of the key innovations of Windows 8, comes geared for the 
multi-device world. The attempt is to provide the same user experience across devices 
and locations. So, unlike before, you have to now log in to use Office or any of its features, 
a gentle way of telling vou your work is being saved on the cloud. Files can also be saved 
locally, but the default is your SkyDrive account. This means you get 
to access the same file from any of your devices and can 

also collaborate with others on the same. Word 

is now much more fluid and you 

can add apps to the 
sidebar itself. Search 
comes to the page - 
just select a word 
and right click to 
Bing it. Excel gets 
simpler with 
intuitive cells and 
one-click analysis 
and no need for 
formulae. 
NANDAGOPAL RAJAN 
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The fiscal deficit has 
surged in recent years ... 


| ۱ 
4 | N J x p 


India's fiscal deficit has grown almost four-fold in the last five years. 
Government finances are in a disarray largely because of a mounting subsidy 
and interest payment burden. The International Monetary Fund now estimates 
that this year India's overall deficit - including the states - will be higher than 
those of some of the troubled economies in Europe. 


Research by Jyotindra Dubey 
Graphic by Sristi 
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FOCUS On Record/ Cabinet Reshuffle ALSO SEE PAGES 40-41 > 


“The prime minister has brought 
younger people into positions of 
responsibility. The reshuffle is a 

good mix of younger people, 
experience and talent” 


Kamal Nath, Urban Development Minister with additional charge of 
Parliamentary Affairs, to wire agencies 










“This is hopefully the 
last reshuffle before the 
2014 elections. (I'm) 
disappointed Rahul 
Gandhi has not joined 
the government” 


Prime Minister Manmohan Singh, to wire agencies 


“The reshuffle exposes this 
government. The corrupt 
are not just protected but 

also rewarded" 
Arvind Kejriwal, Activist-Politician, on NDTV 





“As on today, (oil) demand 

is rising. It is energy security that has 
to be addressed. Delay will cost the 
nation and common people” 


M. Veerappa Moily, Oil and Petroleum Minister, in The Economic Times 





Rajiv Pratap Rudy, В/Р 


spokesperson, to wire agencies 
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Screaming 
Success 


A masterpiece by Norwegian 
painter Edvard Munch has 
become the most expensive 
artwork to be sold in a public 
auction. The Scream went under 
the hammer at a mind boggling 
$120 million (636 crore)! One of 
only four original versions of the 
painting, the pastel version of 
Munch's masterpiece is now on 
display at the Museum of Modern 
Art in New York for six months. 





Far from Slapdash 
Forget Botox treatment for 
wrinkle-free skin. Slaps across 
the face are apparently as 
effective. A Bangkok-born 
masseuse, Rassameesaitarn 
Wongsirodku, has developed a 
procedure whereby a person 
acquires a firm facial skin 
texture by undergoing repeated 
slapping on the cheeks. It is 100 
per cent safe without any side 
effects, she claims. The 15 to 20 
minute regimen costs around 
$350 (118,550) per session. The 
client stays wrinkle free for 
almost six months, she adds. 


Late Realisation 
In a recent submission to 
Parliament, the Ministry of Water 
Resources has revealed that 163 
irrigation projects in the country 
are running behind schedule, 
their combined cost amounting 
to %1.58 trillion (а trillion is one 
lakh crore). Of these 71 projects 
have been delayed by more than 
10 years, another 30 are delayed 
by 20 to 30 years, 45 by 30 to 
40 years and five blighted 
projects which are late by 
over 40 years! 
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HOW THINGS WORK 


E 


Squash that Mosquito 

Once again, India is struggling to contain the outbreak of dengue fever. More than 
17.000 cases have been reported across the country and some 100 people have lost 
lives to dengue this year, including iconic Bollywood film producer Yash Chopra. 


What is dengue: It is a tropical disease caused by the dengue virus. Symptoms include 
fever. headache, muscle and joint pains, and a skin rash similar to measles. It can de- 
velop into the life-threatening dengue haemorrhagic fever, which leads to bleeding 
and low levels of blood platelets. 


How it spreads: Dengue is transmitted оу several species of the Aedes mosquito. The 
virus has four different strains. Once infected, a person becomes immune to subsequent 
infection — but only to that particular strain of virus. He can still contract dengue infec- 
tion from a different strain, which then leads to severe complications. 


Treatment: There is no vaccine to fight the disease. Killing mosquitoes. destroying 
their habitat, and limiting human exposure to bites are the only ways to prevent its 
spread. Mild or moderate cases can be treated through oral or intravenous rehydration. 
In severe cases, blood transfusion is required along with intravenous fluids. 


History: Dengue has become a global menace since World War П and is endemic in 
more than 110 countries. Its incidence has increased dramatically since the 1960s, 
with around 50 to 100 million people infected yearly. In India, the worst affected states 
are Tamil Nadu, followed by Kerala and Karnataka. 

COMPILED BY BASUDHA DAS 


34 BUSINESS TODAY November 25 2012 





the best talent for our clients 
and the best jobs for our 
candidates. 


that's how we've shaped 
the world of work for 
over 50 years. 






ma foi ZA randstad is now 


nar randstad 


Staffing | Search & Selection | HR Solutions | Inhouse Services 















E by souran DAS | 


“Where are we on disaster recovery"? d.‏ | ج 


| Wockhardt has a factory i in the mid-western US and a 

`. sales office in New Jersey state, where Sandy wreaked some: 
` of its worst damage. However, the company runs allitsiT 
from India. “So we are untouched by the current crisis. We 
have multiple connectivity. Our primary data centre is in 
Mumbai, where we have most ofour users, while our DR 


site isin Bangalore,’ " lyer says. 
“DR, or disaster recovery, refers to processes and — 


Bs nosed superstorm Sandy crippled New York's ie 
| financial district on October 29, worried bosses - 
— at t India’ s pharmaceutical and biotechnology _ 

| company Wockhardt asked their Chief — 

— Information Officer (CIO), Venkat. Iyer: 


to ensure that a | business's s critical m systems continue to 


n ‘Tapes are 


| primary data centre. When the centre fails, the he company | : T 


can switch over to the DR site. 


Wockhardt has ensured that its DR systems are aval em 


able at all times, but this is not the case with: many other 


. companies in India, particularly smaller ones, who тау 
`. consider the replication. of data at a different location a — — 
. luxury. "The cost of setting up DR can ре а minimum of — 

-32 crore initially, ” says Iyer. “This includes investment in — 


servers, database and application licences, connectivity - ; 


. and space rental. The recurring cost will be 30 to 40 per 
cent of the initial investment every year." 


< Smaller. companies | therefore choose the „cheaper option | 
of copying ‹ data on tapes and storing them at a branch of- 


fice or some other location. They ея shut down in di d | 
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HOW TO PLAN FOR 


m. BUSINESS CONTINUITY — 


in lakhs rather than crores. But as 
companies grow, this method is 
inefficient. 

Several surveys have high- 
lighted the lack of importance 
given to DR by companies in India. 
A 2012 survey by EMC, an IT stor- 
age company, noted that the aver- 
age amount of data lost by organi- 
sations in India (7 1 3 GB) is signifi- 
cantly more than that lost by or- 
ganisations across the Asia-Pacific 
region and Japan (484 GB). 


[id safety 


Business continuity planning should be 
owned by the business, not by the CIO's 
office. The CIO is just a stakeholder 
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account opening forms and other 
customer records, and these are 
now stored on secure servers. 
"There are elaborate backups so we 
can access customer data from 
more than one place. Hence, we do 
not expect natural calamities to 
impact these records in the future." 

Irrespective of whatever hap- 
pened at ICICI in 2005, the banking 
and financial services industry has 
been a major adopter of DR. "The 
sector is better prepared," says 


Preparedness should not be tested in a 

controlled environment. Trials should be 

unannounced, or they may become like 
fire drills, which few take seriously 
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If the business is critical, continuity 
should be planned at different levels: 
data centre, corporate office, city, re- 

gion and country. This is important if the 
company runs international operations 
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A small business with limited resources 
can invest in an old machine for back- 


On September 23 this year, the 
DNA newspaper reported that ICICI 
Bank closed more than 200,000 


up. During a disaster, it can get a few 


Surajit Sen, Country Manager of 
EMC India's Backup and Recovery 


customer accounts because records 
were lost during the July 2005 
floods in Mumbai as the bank had no backup. 
ICICI clarified to Business Today that due to the 
floods that year, some of its 3-in-1 account 
opening forms were damaged. "By taking im- 
mediate action, we restored most of them 
quickly," a spokesperson said, adding that customers 
were not impacted. 

The spokesperson added that the bank has digitised 


people started on work. System division. "It is highly sus- 
—— Ш ceptible to disaster, and a big con- 
tribution has come from the 

Reserve Bank of India in terms of regulation." 
Large companies periodically conduct DR 

drills. "We run drills many times a year to test 

if business continuity plans work," says Jaya 
Vaidhyanathan, Executive Vice President and 
Head of Technology at Standard Chartered Bank's 
Global Shared Service Centre in Chennai. "We ramp 
down volumes of processes in one location and increase 
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those in a different location, for instanc: he 
drills have helped the bank many times. Th 
was in April, when strong tremors shook Chennai. 
"Employees were evacuated for a while, but t! 
was no impact on business because additional 
processing of banking operations happened from 
Padur, 28 km from Chennai, and our Bangalore 
offices," says Vaidhyanathan. 

But Dhiren Savla, CIO of VFS Global, which 
provides outsourcing services to diplomatic mis 
sions, is sceptical of drills. “DR trials are done in а 
controlled environment," he says. "When disaster 
strikes, it may not work." VPS has operations in 87 
countries, and data centres in India and the ! 


——M à 
We run drills | 
manytimesa .. 
year to test if FE. 
business ^ 
continuity plans 
work. We ramp 
down processes 
in one location 
and increase 


them in another 


Jaya Vaidhyanathan, 
Executive VP at Standard 
Chartered Bank's global 
technology centre, Chennai 
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M.D. Agrawal, General Manager at Bharat 
Petroleum Corporation Ltd, who plays the role of 
CIO, notes that most foreign companies have one 
data centre outside their country. In Europe, hi 
adds, most data centres are located outside th: 
city, where they are safer. "In India, most data 
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ge ideal for winter and fall clothing. Ironically, Bharat Petroleum's primarv data 


centre is in Mumbai, and the DR is in Noida. which 
falls in a zone designated as earthquake-prone. As 
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ир. Corporate India still has some distance to go befor 


it is prepared for disaster. Ф 
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Cabinet Reshuffle 


LAST CHANCE 
TO PERFORM 


Will the new ministers continue the flurry of reforms begun by the 
Manmohan Singh government in September? Following the October 29 Cabinet reshuffle, 
in all likelihood the last before the general elections of 2014, Business Today looks 
closely at the challenges before five of them, all holding key economic ministries, 


By SEBASTIAN P.T. 















{ Jyotiraditya М. Scindia, 41 
Minister of State (Independent Charge), for Power 


Г is this Harvard and Stanford alumnus's first stint as a minister of state 
with independent charge. Jyotiraditya Scindia has been minister of 
state since April 2008, but always with a senior minister above him, 
which would have left him little scope to display any initiative. This 

is his first real chance to show his mettle, 

The power sector is facing tough times. An important 
challenge will be to get Coal India to meet the demands of power 
producers. “Ensuring financial viability of discoms and the last 
mile solution of providing power to every village are my other 
priorities,” says Scindia. 


“The first priority is to work with the 


coal and environment ministries to get 
generation capacity off the ground” 


SHEKHAR GHOSH 


А 
р M. Veerappa Molly, 72 

Minister, Petroleum and Natural Gas 

he former Karnataka Chief Minister has so far held three important portfolios — Law, 

Corporate Affairs and Power — in the UPA's second innings starting 2009. 

Veerappa Moily is aware of the controversy surrounding his predecessor Jaipal 
Reddy's departure from the oil ministry for allegedly locking horns with Reliance 
Industries over exploration in the KG D6 basin, but will not comment on it. All he dwells 
on while talking to the media is the importance of stepping up the pace of domestic 
exploration and increasing crude oil output. 


"There will be quick decision-making and innovation" 
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Sachin Pilot, 35 


Minister of State (Independent Charge), for Corporate Affairs 


his Wharton Business School 

alumnus became a member of 
Parliament when he was just 26, 
and Minister of State for 
Communications and Information 
Technology at 32. 

The challenges ahead of him in 
his new, minister-with-independ- 
ent-charge role include getting the 
new Companies Bill passed in the 
forthcoming winter session, which 
will set in motion many process- 
driven reforms. There are also 


other important pending reforms 
such as the transition to the 
International Financial Reporting 
Standards (IFRS) in accounting. 
But primarily Pilot will be under 
the media scanner on every step 
he takes — or fails to take — in the 
matter of the alleged sweetheart 
deals between Robert Vadra and 
real estate giant DLF and the allega- 
tions of dubious funding against 
BJP chief Nitin Gadkari's Purti and 
other related companies. 


"We don't want to be seen as a 
ministry that dictates to the cor- 
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porate sector what is to be done” 


Kamal Nath, 65 


Minister, Urban Development, Parliamentary Affairs 





lected to the Lok Sabha 

eight times since 1980, 
Kamal Nath, who takes addi- 
tional charge of Parliamentary 
Affairs, is one of the most expe- 
rienced MPs in the Congress. 
His biggest skill is at network- 
ing across parties, be it with 
the opposition BJP or former 
ally Trinamool Congress, The 
passing of crucial legislation such as the Land 
Acquisition Bill, the new Companies Bill and more will 
depend on his skill at bringing around the various op- 
posing parties and inducing them to attend 
Parliament, instead of boycotting sessions, whatever 
their differences with the government. 


“We should have a 
good and successful 
Winter Session” 








SHEKHAR 


Pawan Kumar Bansal, 64 


Minister, Railways 
“If fares have to be increased, it 
will be to provide better services 
to passengers” 


Bt stand-in minister C.P. Joshi's short st 
there has not been a Congress minister in ! 
Bhavan for a long time. Railways is a ministry that 
always handed to representatives of regional coalit 
allies. Pawan Kumar Bansal taking charge sees thi 
return of a Congressman at a time when th 
Railways are in dire need of funds — for in 














stance, 165,000 crore are needed just [oi 
safety upgrade. | 
An inevitable corollary to improvements t 
is raising ticket prices, a step repeated) 
stalled when Trinamool Congress held the 
ministry. The government is said to be 
readying a blueprint for doing so. and 
some immediate reforms may be initi- 
ated even before the next Railway 
Budget in February 201 3, 
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WHO WILL 


BLINK 
FIRST? 


Finance Minister 
P. Chidambaram's public 
display of annoyance with 





Governor D. Subbarao 
indicates the extent of 
their differences. 

By SHWETA PUNJ 


he text message from the finance ministry went 
out close to midnight on Sunday, October 28 - 
hardly a time when the ministry is expected to be 
working. The message informed its journalist re- 
cipients that Finance Minister P. Chidambaram would ad- 
dress the media less than 12 hours later. The subject of the 
interaction was not disclosed. 

With that began a sequence of events that would end on 
Tuesday evening with Chidambaram publicly venting his 
Irustration at Reserve Bank of India (RBI) Governor Duvvuri 
Subbarao's decision to keep interest rates on hold in the 
half-yearly monetary policy review. 

Chidambaram's press conference on Monday, a day 
before the monetary policy was probably a last-ditch attempt 
at putting pressure on the RBI to reduce rates. Flanked by his 
top bureaucrats and Chief Economic Advisor Raghuram 
Rajan, Chidambaram first solemnly read out a statement. 
He laid out a fiscal consolidation plan that aims to control 
the budget deficit at 5.3 per cent of gross domestic product 
(GDP) this fiscal year and cut it to three per cent by 2016/17 

There was even an unsubtle message for Subbarao. 
“Well, Гат making the statement so that everybody in India 
acknowledges the steps which we are taking, and also ac- 
knowledges the government is determined to bring about 
fiscal consolidation. I sincerely hope everybody will read the 
statement and take note of that," Chidambaram said, when 
asked whether the RBI would cut rates. 

The rhetoric around the fiscal roadmap cheered the 
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markets and industry, even though the targets seemed 
unrealistic as Chidambaram had not announced any 
concrete steps to contain the budget deficit. Predictably, 
Subbarao was not impressed. In his policy review, he cut 
the cash reserve ratio from 4.5 per cent to 4.25 per cent 
to infuse 117.500 crore of liquidity into the banking sys- 
tem but resisted pressure to cut interest rates. 

The move stung Chidambaram, and he did something 
uncharacteristic for a finance minister. He indicated that 
the RBI was not on the same page with the finance minis- 
try. "If (the) government has to walk alone to face the 
challenge of growth, well we will walk alone.” he said. 

Differences between the finance ministry and RBI on 
their diagnoses of economic challenges are not uncom- 
mon, but a public rebuke of monetary policy by the fi- 
nance minister is unusual, Subbarao, though. plays down 
the perceived differences with Chidambaram. "We have 
shared goals. Both of us want high growth and low infla- 
tion." he told Business Today in an interview a day after 
the policy review (see the full interview on page 46). 

The public airing of differences perhaps works to RBI's 
advantage. 

"The RBI's firm stance on rates will help improve its 
credibility as a central bank fighting inflation," says 
Samiran Chakraborty, Head of Regional Research, South 
Asia, Standard Chartered Bank. 

Ironically, Chidambaram and Subbarao were on the 
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same side not so long ago. Subbarao was the finance sec- 
retary when Chidambaram, in his last avatar as finance 
minister, announced deviating from the fiscal roadmap in 
the budget for 2008/09 due to the government's rising 
expenditure on social sector programmes. Now, 
Chidambaram wants Subbarao to trust his words on fiscal 
consolidation and cut interest rates to help revive an 
economy growing at its slowest pace in nearly a decade. 

In his policy, Subbarao countered the argument of low 
rates to spur investment. "A revival in investment activity, 
which is key to stimulating growth, depends particularly 
on the recen: policy announcements by the government 
being translated into effective actions," he said. 

He was referring to a renewed burst of intent begin- 
ning September 1 3 following Chidambaram's induction 
into the finance ministry the previous month. More space 
was created for foreign investment in retail and aviation, 
and diesel price was increased to rein in fuel subsidy. 

There was some support for Chidambaram's stand- 
point among economists Business Today spoke to. "I think 
the RBI could have taken a leap of faith and reduced the 
repo rate and hoped to kick off a virtuous cycle." says Ajit 
Ranade, Chief Economist, Aditya Birla Group. 

Most economists, however, say the government faces 
a lack of credibility on its desire to rein in fiscal deficit. In 
the absence of details and a recent history of fiscal over- 
runs, RBI appears wary of taking the government's words 


NOT A ROSY PICTURE 


Economists expect the budget deficit to widen, growth to slow and inflation to remain high this fiscal year 
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OVERREACH? 


The finance ministry's new 
fiscal roadmap is ambitious 
given the poor record so far 


Year 



















at face value. In April, 
Subbarao frontloaded rate cuts 
~it was brought down by half- 
a-percentage point ~ assuming 
the government would make good 
its budget promise of fiscal deficit at 
5.1 per cent in 2012/13. Now, the 
target has been revised to 5.3 per cent. 
Economists expect the gap to be wider (see 
Not a Rosy Picture on page 44). Already. the 
deficit has touched 66 per cent of the budget 
estimate in the first half of the current fiscal year. 

A high level of fiscal deficit is one part of the prob- 
lem dubbed as 'twin deficits' — the other being high current 
account deficit. The current account gap, the excess of 
imports of goods and services over its exports, touched a 
record level of 4.2 per cent of GDP in 2011/12. In the cur- 
rent financial year, Chidambaram says it will be a tad 
lower at 3.7 per cent of GDP, which would still make it one 
of the highest levels the economy has seen. 

“The RBI would like to hear what the government's 
plan is. What we have heard is just consolation, concrete 
steps are missing," laments Deepali Bhargava, Chief India 
Economist, Espirito Santo Securities. 

There is an overwhelming consensus amongst policy 
watchers and economists that the 
government will have to move on 
crucial issues if it is serious about 
getting the economy back on 
track. "Interest rates are a neces- 
sary but not a sufficient condition 
for investment. Issues like land 
acquisition, environmental clear- 
ances need to be resolved. Without 


Fiscal deficit 


as a % of GDP 


6.005 


2008/09 ion that it seems difficult to revive in- 
vestment," says Devendra Pant, 

| 2009/ 10. Е 6. 3 А 6. (68) Chief Economist, India Ratings апа 
Research, a Fitch group company. 

_2010/ "o 4. 9 (9.9) “Subbarao had a reason to be 
cautious,” says D.K. Joshi, Senior 

2on/ ⸗· 9 Bu. 6) Director and Chief Economist, 
5. 3" Crisil. “Inflation is a genuine 

2012/13 | (91) worry, it hasn’t gone down despite 
growth slowing. It is better to be 

2013/14 48 safe than sorry.” Inflation has re- 


А mained stubbornly high for nearly 
three years. Inflation based on the 
wholesale price index moderated 


36 


2015/16 from its peak of 10.9 per cent in 
СУ April 2010 to an average of 7.5 
2016/17 30 per cent during January-August 


NOTE: Figures in bracket represent 
budget forecast 


*New Fiscal Roadmap 
Source: Ministry of Finance 


2012. Shubhada Rao, Chief 
Economist, Yes Bank, expects in- 
flation to average around eight per 
cent this fiscal year. € 
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People are 
too much of 





\ minister's 





day after his half-yearly monetary policy review, 

Reserve Bank of India (RBI) Governor Duvvuri 

Subbarao inet with Chaitanya Kalbag and 

Anand Adhikari to explain the intent of the 
bank's policy actions. He also spoke about the growth-inflation 
debate and the perceived differences between the central bank 
and the finance ministry. Edited excerpts: 


What has made you so resolute in the face of so 
much pressure to lower interest rates? 

First of all, | want to say that all the criticism that we face 
is legitimate criticism, it is par for the course. Criticism is 
value adding, so I have sympathy for it. But there are dif- 
ferent points of view. Also, it is not correct to say that infla- 
tion has not come under control. It has not come down as 
much as we want, but certainly it has come down from the 
high of 10,9 per cent in 2010 to 7.5 per cent, averaging 
over the last several months. We need to bring it down — 
this is a poor country and inflation is a regressive tax on 
the poor. I believe it is possible to bring inflation down 
through monetary policy action supplemented by supply 
response from the economy, which has to be managed by 
the government. 


What do you expect in terms of 

a supply response? 

First, on infrastructure. India is unique in the sense that 
we are one of the economies in the world that is supply 
constrained. There is shortage of infrastructure both in 
quantum and quality. We need to improve that so that 
corporates become more competitive, so that economic 
production becomes more competitive. 

Second, we need to improve supply of food, especially 
of protein foods. There were some initiatives in last year's 
budget, and also in this year's budget. to encourage more 
efficient production of food ~ protein, pulses, edible oil etc... 
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That must be taken forward. 

Third, is skilled labour. It is one thing to have a huge 
labour force but another to have a labour force that is not 
adequately skilled. The skill shortage is going to be a big 
threat. We need to focus on that. These are some of the 
important supply constraints. 


When you talk about fiscal profligacy and fiscal 
control, what do you think is not happening 
quickly enough? What steps do you want to see? 
We have said earlier that announced policies must be 
translated quickly in order to inspire investment. From 
the RBI, I do not have a very good sense of what is hap- 
pening in the field. But from what we hear and what we 
read, we gather that there are 
delays in getting permission and 
approvals, There are delays in 
getting land. These are essen- 
tially governance problems and 
they need to be resolved in Delhi 
and the state capitals, and most 
importantly, at the district level. 
Then, all the linkages; we talk 
about so much installed capacity 
lying idle in the power sector be- 
cause the linkages have not been 
established. We need to do that. 

In the first instance, since you 
asked me what can be done in the 
short term, we must be focusing 
on those which give us largest 
marginal returns. Whatever ca- 
pacity is already installed must be 
put into production. 


Do you feel there is a danger 
of stagflation occurring? 
How real is that fear? 

I don't think the fear is real. 
Stagflation is characterised by 
low growth and persistent high 
inflation. Admittedly, our growth 
has moderated and inflation has 
been stubborn. But you must also 
recognise that the output gap 
that we see is quite recent. It is 
quite small and it is shrinking. So, it will be incorrect to 
say that we are in a stagflation situation. 


Do you feel that there needs to be some austerity? 
Austerity is always important. Austerity is a value. But 
when vou look at in terms of numbers, savings that 
austerity can get are quite small. But. as a value, we 
should promote austerity. 
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“Our growth 
has moderated 
and inflation has 
been stubborn. 
The output 
gap Is quite 
small and it is 
shrinking" 








Your projection of 7.5 per cent inflation in 
2012/13 is higher than your comfort level. We 
have a bunch of elections coming up and quite 
obviously the next budget cannot be but popu- 
list. How are things going to get better: 

I have no specific response to that characterisation of the 
political economy situation. When I was speaking about 
austerity earlier, I was speaking with reference to the 
austerity measures the government institutes and not in 
the larger context of fiscal austerity, as is being spoken 
about in Europe today. If in Europe. it is fiscal austerity 
versus growth, I believe that in India, it is fiscal austerity 
for growth. We need fiscal consolidation. That will help 
rein in inflation. That will make available credit for the 
private sector. So, the govern- 
ment must spend only in those 
areas where it needs to spend. 
Bevond that the government 
must leave it to the private sector. 


Is there a compelling case for 
inflation-indexed bonds in 
the light of inflation risks? 

[ think there is a strong case for 
inflation-indexed bonds. That is 
good for investors, savers, the 
RBI and everybody watching the 
inflation numbers... because you 
have a better assessment of infla- 
tion expectations. It is good for 
external sector management. 
The demand for gold, which has 
driven up the current account 
deficit, will come down. But there 
is concern about introducing an 
inflation-indexed bond at a time 
when inflation is quite high. 


But it was not a successful 
experiment when launched 
in 1997... 

There were some design defects. 
The principal was not indexed and 
only the interest was indexed. But 
now, that's been fixed. The more 
important point is that it is a co- 
nundrum. You don't want to do it when inflation is high 
because you have to pay too much. You don't want to do 
it when inflation is low because there is no incentive to do 
it. We keep talking about it, but we never do it t. We have 
to take the plunge and do it. 


Finance Minister P. Chidambaram says we have 
to worry about growth as much as inflation. 


What's your thinking on this? 

We tend to oversimplify this. That it is growth versus 
inflation — if you want growth, you have to sacrifice in- 
llation or you have got to tolerate high inflation. I don't 
think we must define the debate on those terms. The 
terms of the debate must be changed. We must all un- 
derstand that low and steady inflation is necessary for 
securing our medium-term growth. Only in an environ- 
ment of low and steady inflation can consumers, and 
more importantly, investors, make informed decisions. 
And that's very important to keep good growth. RBI's 


eflort at reining in inflation is not to the exclusion of 


growth but very much focusing 
on growth. 


So, do you feel very lonely 
right now? 

I don't feel very lonely. I think 
people are making too much of 
the finance minister's response to 
our policy action. After all, we 
have shared goals. Both of us 
want high growth and low infla- 
tion. And there is a division of re- 
sponsibilities. There is a point of 
view that we must walk together. 
But, you know, what is called 
walking together is understood 
differently. I think that will be re- 
solved in the course of time. 


Given the widening fiscal 
deficit, is there any room for 
a rate cut in 2013/14? 

I think 2013/14 isa long way 
olTto stick my neck out. It will de- 
pend on how growth and inflation 
pan out in the course of 201 3/14. 
We have given guidance for the 
last quarter, to say that there is 
scope and opportunity for further 
easing if inflation and growth 
move along the expected trajec- 
tory. We will give out the num- 
bers for 2013/14 in April, but my uninformed view at this 
point of time, is that growth will increase, inflation will 
start declining even more rapidly, and that we will be 
moving towards a more conducive macroeconomic envi- 
ronment in 201 3/14. 


It is quite extraordinary that you are almost 
predicting a cut in the first quarter of next vear. 
Is that usual? 

It is not usual for us, but that was deliberate. We 





"Low and steady 
inflation is necessary for 
securing medium-term 


erowth. Our effort 
at reining in 
inflation is not 
to the exclusion 
of growth" 


started giving guidance. consistent with the best practice 
of central banks around the world. In an uncertain situ 

ation, giving guidance becomes more challenging. But 
in an uncertain situation, giving guidance becomes ай 
the more necessary. Central banks in advanced coun 

tries, particularly in the US, give a verv definitive guid 

ance about the policy interest-rate regime for the next 
two years, in order to manage the growth proces: 

Similarly, in giving guidance for the fourth quarter. we 
decided that we must be as definitive as possible. Because 
even as we maintained an anti-inflation stance in this 
policy, we wanted to say that we are concerned about 
growth, and within the scope 
available, we will support the 
growth process. So, it is тро! 

tant to give that guidance and 
that's why we did it. 


While inflation of food items 
has fallen, it is going up for 
manufactured products... 

We continue to be concerned 
about food inflation because il 
you just look at the food basket 
even as vegetable prices have 
come down, prices of cereals have 
gone up. Protein inflation is still 
high. On the food side, there is a 
structural factor which we must 
address. That will be the sustain- 
able solution to the food inflation 
problem. 

On non-food manufacturing 
inflation — core inflation — metal 
prices have gone up, and. in gen 
eral, input prices have gone up 
because many of them are in 
ported and the rupee has depr: 
ated, so there is inflation coming 
in from there. It's important that 
global prices soften and it's in 
portant that our exchange rate is 
stable, so that the cost-push pre: 
sures from imported inflation 
not transmitted to the domestic economy. 





But globally it doesn't look like things are going 
to get better in a hurry... 

Absolutely, especially on the food side. In large food 
producing countries, there is a drought-like situatio) 
there are price pressures. Our food market is quite close 
but some of this global pressure will transmit to domesti 
prices, especially on items that we import, such as edible 
oils, but even on commodities that we do not import. Ф 


November 25 2012 BUSINESS TOD 49 


.INDIATODAYIMAGES.COM 


WWM 


VIVAN MEHRA 





ijay Mallya does not 
like to concede defeat 
but the odds are over- 
whelmingly stacked 
against the feisty in- 
dustrialist as he bat- 
tles to resurrect 
Kingfisher Airlines. 
With the grounded 
airline accumulating 
debt of over 113,000 crore and 
banks unwilling to bail it out, Mallya 
is fast running out of options to raise 
funds required to resume operations, 
Kingfisher needs an immediate capi- 
tal infusion of some $700 million 
(13,710 crore), according to esti- 
mates by aviation consultancy firm 
Centre for Asia Pacific Aviation 
(САРА). By all accounts, the airline is 
unlikely to fly again soon and is in- 
creasingly looking a prime case for 
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the Board for Industrial & Financial 
Reconstruction (BIFR), a government 
body which suggests remedial meas- 
ures for sick firms. 

There don't appear to be too 
many options for Mallya if he plans to 
recapitalise his airline. These include 
getting an investor on board, possibly 
a foreign airline, or selling his stake in 
other UB Group companies, or both. 
Indeed, getting further support from 
banks is possible only after the airline 
brings in fresh equity. 

The first round of capital infusion 
into Kingfisher would have to come 
from the UB Group and banks. and a 
foreign airline might show interest 


only later, says Kapil Kaul, CEO of 


CAPA. “Kingfisher Airlines must first 
get net worth positive,” he says. 

The Kingfisher management has 
also told the aviation regulator 





Directorate General of Civil Aviation 
(DGCA) that it will use funds from in- 
ternal sources for the airline. There 
is. however, no clarity on where that 
money will come from. The airline 
management still seems to be work- 
ing on a revival plan. No financial 
and operational plan has been sub- 
mitted to DGCA yet. BT's email and 
text messages to UB Group officials 
went unanswered. 

The UB Group is already in nego- 
tiations with UK drinks giant Diageo 
for a stake sale in United Spirits. This 
is not the first time, however, that 
both have engaged in talks. A similar 
initiative had collapsed in 2009. This 
time around, too, after protracted 
negotiations over the past [ew 
months nothing concrete has 
emerged so far. 

Some analysts believe that 





Mallya might also sell a significant 
part of his 22 per cent stake in United 
Breweries to Dutch brewing giant 
Heineken, which already holds 37.4 
per cent in the company. It might 
fetch him over %4,000 crore at 
United Breweries's stock price at the 
end of October. 

Some industry experts believe 
that even if the Diageo deal goes 
through. it still won't pull the airline 
out of the woods. In the absence of a 
coherent turnaround strategy it 
may be futile for the airline to 
resume operations, they say. "Even 
if Mallya manages to get about 
313.500 crore by selling stake (to 
Diageo), it will not help Kingfisher 
Airlines. The airline will still become 
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firm. But Mallya recent! id 
Reuters that he is not willing to sell 
his “family silver" to rescue the cai 
rier. Both United Breweries and 
United Spirits are market leaders in 
India's liquor market. 

A five-year-old company whose 
net worth has been completely wiped 
out can go before BIFR. Kingfisher 
Airlines meets this criteria but his 
creditors (the airports, oil companies. 
lenders and lessors) need to agree. If 
Kingfisher Airlines goes to BIFR. it 
might just help Mallya but banks 
could end up taking a massive hit on 
their books. There is the recent ex- 
ample of Chennai-based Southern 
Petrochemicals 
Corporation, which was referred to 
BIFR. Banks and financial institutions 
are understood to have settled for a 
repayment of just 3225 crore against 
a debt of 31,600 crore. 

There are other reasons too wh 
Kingfisher should avoid rushing into 
restarting operations. In its October 
report CAPA stresses the need for the 
group to clear the outstanding sala- 
ries of employees first . "Continuing 
in this manner can surely only inflict 
further damage to the brand not 
only of the airline, but the wide: 
Group. In these circumstances it 
would be better to voluntarily shut 
down and focus on an orderly ri 
structuring rather than limp along 
says the report. Retaining brand 
equity is critical if the airline wants 
to remain an option for any foreign 
airline which might be interested in 
picking up an equity stake at the 
right price, say analysts. 

The market conditions. too, are 
not conducive for reviving the ай 
line. The aviation sector's growth is 
slowing and there are pricing р! 
sures, says Mahantesh Sabarad 
analyst at Fortune Broking. 

Clearly, if Kingfisher has to stage 
a successful comeback, it must 
the baggage of its past and start 
afresh. There is already a shin 


Industries 


Source: Centre for 
Asia Pacific Aviation/ 
Company balance 
sheet/media reports 








a BIFR case,” says Kishor Ostwal, 
Chairman & Managing Director of 
CNI Research, an equity research 


example. Do people remember that 
SpiceJet is the reincarnation of an 


| ; 
airline called ModiLuft? Ф 
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AUTO Maruti 
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Maruti Suzuki starts a price war | 


with its new Alto. Can it afford one? 
By SUNNY SEN 


elore the mid-October launch of Maruti 

Suzuki's new Alto 800, the company set 

itself a target which is unprecedented in the 

history of the Indian automobile industry. 

Maruti called it the “50/20/10 target". It meant that 

Maruti aimed for 50,000 test drives, 20,000 orders, 

and 10,000 deliveries — all within the first 10 davs. | 

On the morning of the tenth day, Mayank Pareek, | 

Maruti Suzuki's Managing Executive Officer for 

marketing and sales, sat in one of the meeting rooms 

in the company's office in Vasant Кип}, South Delhi, 

beaming. “We crossed all three targets.” he says. “We 

launched in 821 cities and 1,130 outlets.” That 

morning, the new Alto had crossed 27,000 bookings 
and 10,200 deliveries. 


Less is more: Mayank 
Pareek, Managing 
Executive Officer, Maruti 
Suzuki India Ltd 
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PRICE OF POPULARITY 


It is too early to say if the new Alto will break the old one's sales 
record, but the price is certainly attracting customers 


Test drives within 10 Bookings Deliveries The most Altos New Alto 
days of Oct 16 launch > since launch completed sold in a single 
month last year 


Source: Company 


For Pareek and his company, it 
was a moment of triumph. The 
company had just emerged from 
crippling labour problems. Its net 
profit was down from 3241 crore in 
the quarter ended September 201 1 
to 3228 crore in September 2012, 
and about 65 per cent below its level 
at the beginning of 2012/13 (See 
Bumpy Ride, Page 56). The new Alto 
had to succeed, no matter what. The 
company had spent 447 1 crore over 
three or four years to build it. 


ever before has Maruti 
Suzuki launched a new 
version at a price below that 
of its predecessor. The new Alto is 
14.000 to 18.000 cheaper than the 
old one, depending on the variant. 
Why would Maruti do that: Is it 
desperation at India's No.1 carmaker 
to buy back the three percentage 
points of market share that it lost in 
the last six quarters: 
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"Desperate is a negative word," 
says Pareek. "We are charged to get 
back. What is gone is gone. We have 
to be aggressive." Some in the 
industry contend that Maruti is 
starting a price war, but Pareek 
disagrees. "Price war means you are 
undercutting others," he says. "We 
have a competitive advantage." 

Arun Agarwal, auto analvst at 
brokerage firm Kotak Securities, 
says: "Maruti enjoys huge economies 
of scale, even at lower margins. No 
other company can do that." 

The company was at its peak 
after the 2010 launch of the Alto's 
K10 variant, and sold a record 
35.000 Altos in April 201 1 alone. In 
financial year 2011/12, it sold an 
average of 25,000 Altos a month. 
The figure this year is down to 
18,000 a month, but the Alto is still 
the largest-selling car in the market. 
Within 16 days of the new Alto's 
launch, it has got 35,000 bookings. 





The numbers are 
encouraging, but Pareek 

says it is hard to predict whether 
these will translate into actual sales 
and cross the peak number. 

The Alto accounts for about 22 
per cent of Maruti's total volumes 
and about 25 to 30 per cent of its 
overall revenues. The Alto's rising 
sales could hurt the Hyundai Eon 
and General Motors Spark, which are 
in the same bracket. 


o far, Hyundai has not revised 
the Eon's prices. A Hyundai 
spokesperson says the Alto's 
price is an "introductory price which 
for sure will be revised next year". 
Maruti's Pareek concedes that the 
Alto's current prices are 
introductory, but declines to say 
when they will be revised. 

The price cut comes at a time 
when the industry's growth rate is 
flagging, interest rates are high, input 
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costs have risen, and fuel prices are 
daunting potential car buyers. The 
reduced price is intensifying 
competition in the market in what 
Abdul Majeed, Partner at PwC, calls 
the "volume game". He explains that 
Maruti's pricing may initially cause a 
price war, but it is important to 
develop the market three or four 
years down the line, as it would 
generate high volumes. "If you can't 
sell 200,000 to 300,000 cars, you 
can't make money," he says. In the 


BUMPY RIDE 


The new Alto is key to the wilting fortunes of Maruti 


Figures in * crore 


ы. 
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robots used in the factory cost $20 
million each. Maruti made its own 
robots for $1 million apiece. The 
company also decided to reduce the 
weight of every component in the car 
by one gram, which would reduce 
the car's overall weight and thus 
improve its fuel efficiency. The new 
Alto is 16 per cent more fuel-efficient 
than its predecessor. 

The launch of the new Alto is 
timely. says Akshay Bhalla, 
Managing Partner of Protiviti 


Net Profit 
549 


| 8,638 


7,846 


8,043 
12,024 








10,891 
8,462 


335 


Sep 11 


746 


Jun ÎÎ 


short term, margins will feel the 
pinch, but in the long run the move 
will be beneficial, as small cars still 
make up 70 per cent of the Indian car 
market. "Car makers will have to take 
the risk,” says Majeed. 

"It is extremely difficult to bring 
down prices and yet be profitable," 
says Pareek. Maruti Suzuki could pull 
it off because it found ways to cut 
production costs. For instance, the 
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804 


Consulting. He points out that the 
older version was almost 10 years 
old and in need of an overhaul. 
Generally, a model gets refreshed 
every three to four years, he savs. It 
helps that Tata Motors's Nano has 
not taken off, 

With its current pricing, the new 
Alto could fill the space that Nano 
has created, says Bhalla. After a 
rough year, Maruti needs to justify 


Mar 12 


major investments such as its new 
factory, and increasing volumes is 
one way to do it. The Alto fits the bill. 

The new Alto has more than 
100 changes. including more 
interior space, a choice of interior 
colours, and airbags in the top-end 
model. Some 52 per cent of Alto 
buyers are first-time car owners, and 
more features make a difference in 
this segment. 

This may not be the automobile 
industry's best year. At current 


640 
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prices, Maruti Suzuki will not make 
much money from the Alto, but then 
it can afford not to. Had labour 
troubles not halted production, it 
would have increased its market 
share by 1.2 per cent, says Pareek. 

With the Alto's initial success. 
Pareek may be relieved, but his rivals 
are watching closely. @ 





Send your comments to editor.bt&intoday.com 
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capped at half the annual salary. Today, the 
top- paid director in India, steel tye ооп 
Naveen Jindal, takes home more t ha 
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isar, a Haryana town 
about 165 km 
northwest of New 


JINDAL 2 к Delhi, is not a 

AN JINDAL (13.4 cr hotspot of share- 
CHAIRMAN, R holder activism by any 
STEEL & POWE stretch. On 











NAVEEN 







September 26, a 
Wednesday that 
saw temperatures 
moderate as au- 
tumn in, it 
turned out to be 
one. Nearly all the 


6976 


sel 








200/12 institutional share- 

10 
2009/10 2010/11 86% holder votes at the an- 
e umped nual general meeting of 
JSPL үсә tax 43% 1/12 Jindal Steel & Power Lid 
ane p 2009/10 and 201 (JSPL), headquartered midtown, were 
betwee against a resolution allowing 


Chairman Naveen Jindal to decide 
| | the remuneration of whole-time di- 
*Annual compensation according to 

data from CMIE Prowess 
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Economies Should Govern Remuneratio 


ost companies ap- 
proach executive 
compensation with- 
out any reference to 
established economic fundamen- 
tals. Economics states that the na- 
ture of contribution and risk a 
shareholder brings to a company is 
different from that of the agent of 
the shareholder, namely the profes- 
sional manager, and this in turn is 
different from that of the ordinary 





employee. So each of them needs to 
be compensated differentially. 


К. RAMKUMAR 


Executive Director- HR, ICICI Bank 


rectors, including his own. It was the 
first time, governance experts recall. 
that such a thumbs-down was given. 

The displeasure of the institu- 
tional investors, whose ranks in- 
cluded names such as HSBC Global 
Investment and ICICI Prudential Life, 
was not aimed at the salary drawn by 
the 16 directors on the JSPL board but 
at Jindal's own extraordinary pay 
package in the last three financial 
years. At 17 3.42 crore in 2011/12 
— 167.20 crore and 369.75 crore in 
the two years before — Jindal is, by far. 
the best-paid occupant of any corner 
office in India, and makes around 25 
times what the next-highest paid JSPL 
director does. In a country with an 
annual per capita income of just 
around 354,000 and where most 
middle-class urban homes count 
monthly income under 11 lakh, com- 


— 


rs Ty 


the world at any stage. Every indus- 
try all over the world invested in 
creating vocational and profes- 


‚ sional training infrastructure to 
‚ ease the burden of high wages, 


which arises out of a lopsided de- 
mand-supply situation. 

Indian industry has been irre- 
sponsible in killing off apprentice- 
ship programmes and putting all the 
responsibility for delivering able 
employees on academic institutions. 
It has also given excessive weight- 
age to academic qualification over 


Let us examine the bogey of tal- 
ent shortage leading to wage inflation. In a country 
of 1.2 billion people, where 60 per cent have more 
than 35 years of productive life, how can there be a 
talent shortage? This happens when the industry 
follows a clutch of ill-thought-out and lazy practices. 
The most ludicrous one is the presumption that 
readymade talent is available to any economy in 


vocational ability. This has resulted 
in the ‘overqualified and under-skilled’ phenomenon, 
which in turn leads to overpricing at all levels of jobs. 
Is it not laughable that the information technology 
industry uses engineers to code and the banking sec- 
tor uses graduates to do tellers’ jobs? The most medio- 
cre person who has passed 12th class should not 
take more than 100 days to pick up these skills. 


For the complete column go to 
www.businesstoday.in/salaries-ramkumar 





pensation packages like those of 
Jindal's attract disbelief. 

Incredulity looms large else- 
where, too. Just out from a gruelling 
client meeting in Mumbai, head- 
hunter R. Suresh says he is often ex- 
hausted dealing with European and 
American clients over the "exceed- 
ingly high" pay levels expected in 
India by CEO and senior hires. "They 
keep asking me the question: “Are 
senior level Indian professionals really 
this highly paid?'"" says Suresh, 
Managing Director, Stanton Chase 
International, a talent firm focused on 
CEO and senior-level hiring. "Indian 
CEOs are high maintenance. Their 
needs are constant and have to be 
met, else they will move on." 

Clearly, CEO compensation in 


India is racing closer to payouts of 


their counterparts in developed mar- 











kets such as the United States and 
Europe, especially when 
measured by purchas- 
ing power parity, 
which takes into ac- 
count the effect of 
local prices. A 
study by global hu- 
man resources (HR) 
consulting and out- 
sourcing firm Aon 
Hewitt for Business 
Today on executive com- 
pensation for 2011/12 
shows the median Indian CEO 
salary was $3.5 million, or about 
118.5 crore, versus $7 million in 
the US, about $6 million in 
Europe and $3.5 million in 
Australia (see Touching Global 
Standards on page 62). This 
despite the fact that Indian 


Add to this our MBA fixation. The world over, less 
than 25 per cent of first-level management comprises 
B-school graduates, but in India 100 per cent are from 
this tribe, with a generous sprinkling of engineer 
MBAS. Even after this we complain about lack of talent. 

The most destructive part of wage inflation is the 
poor-quality governance in large parts of the indus- 
try, especially the multinational and promoter-con- 
trolled firms in India. It is possible to get any salary 
benchmarking report from a consultant in India. All 
it takes is to cleverly choose the comparator set. Then 
your top management's pay can be shown at as low 
a percentile as you desire. Add to this the practice of 
these consulting firms doing a survey asking their 
clients or prospective 
clients what the likely 
wage increase is going 
to be. In the last 10 
years it has been up- 
wards of 12 per cent. 
The human resources 
head takes this to his 
board and thumps the 
table saying there will 


i 
( Average 


pay hike of top 
executives 1n 
the last 10 years illogical premises. 





be a talent exodus if the wage hike is any lower. Is it 
a surprise that we are trapped in a top management 
wage spiral? 

A few responsible Indian organisations have had 
good-quality board governance. In these, the govern- 
ance committee members have not fallen prey to the 
widely prevalent questionable practices on top man- 
agement remuneration. But most organisations have 
impressionable and pliable committees, and the 
blackmail that the top talent will take flight succeeds. 
The top management wage spiral has exacerbated 
the gap between this management and first-level 
employees. This is not tenable in the long run. This 
will lead to militant trade unionism because it leads 
to gross inequity. 

In conclusion, the 
argument is not against 
using wages and wage 
increases as a lever to 
attract and retain tal- 
ent. It is to anchor this 
on good economics and 
not on questionable or 
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companies are much smaller 
than their US counterparts: 
the median revenue in 
Business Today's BT 500 list- 
ing of companies is 12,335 
crore, while for Fortune 500 
US corporations it is $10.5 
billion, or 355,650 crore. In 
other words, Indian CEOs earn a lot 
more than their US peers for every 
dollar of revenue. The median is the 
mid point of any distribution and :s 
different than the average. 

And. here's the bigger surprise: 
the soaring Indian CEO salaries show 
no signs of slowing down. Even as the 
gap between Indian and global CEO 
salaries narrows because salary hikes 
in the West stay in low single digits, 
top Indian management pay scales 
continue to double every five or six 
years. "Pay scales were lower than 
the international level but now we 
are inching close to them," says 
Harsh Mariwala, Chairman and 
Managing Director of consumer proc- 
ucts company Marico. 

"We think [compensation hike] 
has hovered in the range of 13-14 
per cent on average over the last five 
years,” says Anandorup Ghose, 
Director, Executive Compensation 
and Governance, Aon Hewitt. He 
expects the trend to continue. 
Clearly, experts don't expect the 
slowing economy to come in the way 
of barrelling CEO salaries. The gov- 
ernment is not too concerned about 
the high CEO payouts in India. 
“Profit-making companies are free to 
fix remunerations as they deem fit. 
When loss-making companies fix 
exorbitant remuneration for its CEOs, 
then the matter comes to us," former 





Corporate Affairs Minister 
Veerappa Moily told Business Today 
on October 27, a day before he was 
shifted to the petroleum ministry in a 
cabinet reshuflle. 

Aon Hewitt has been conducting 
a compensation benchmarking sur- 
vey across the world every year for a 
decade now. In the second edition of 
the Executive Compensation Survey 
in India, it reached out to over 163 
companies across 12 industry clus- 
ters between September and 
December 201 1, and exclusively 
crunched the data for BT to pull out 
salient trends. BT then conducted its 
own desk research and reporting to 
put together this story. 


Posh Promoter League 
Not just Jindal, many promoter-CEOs 
have been paid handsomely for years 
now. If broadcaster Sun TV 
Network's Chairman and Managing 
Director Kalanithi Maran and his 
wife and director, Kavery Maran, 
were already seen as hugely overpaid 
with salaries of 337.08 crore each in 
2009/10 and 2010/11, the last fi- 
nancial year pushed the envelope 
further. The Marans were paid 164.4 
crore each in 2011/12. 

Others such as Aditya Birla 
Group's Kumar Mangalam Birla. 
who made 147.1 crore; Pawan Kant 
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Munjal of Hero MotoCorp (%34.5 
crore); Bharti Airtel's Sunil Mittal 


(¥21.3 crore), Mukesh Ambani of 


Reliance Industries (115 crore), 
or even B.G. Raghupathy of BGR 
Energy Systems (126 crore) feature 
among promoter-CEOs with sizeable 
pay packets. 

To be sure, much of their com- 
pensation comes in the form of bo- 


















net profit. A spokesperson for JSPL 
defends Jindal's package 
saying he receives a com- 
mission as a percent- 
age ofthe company s 

net profit — research 
by Business Today us- 
ing the Prowess data- 
base of the Centre for 
Monitoring Indian 
Economy shows the per- 
centage to be 2.9 per cent 
— well within the five per 
cent ceiling prescribed in the 
Companies Act. (JSPL has performed 
extraordinarily well in the last three 
vears, nearly doubling revenue and 
expanding net profit by 42.6 per 
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nuses that are a small percentage of 


Reaching for 
the Sky 

Median CEO compensation 
across industries in India has 
crossed 33 crore 





ITES Manufacturing Others 


Figures represent total pay (a summation of fixed, monetised benefits, annual incentives and long-term incentives) 


Figures in t crore 
Source: Aon Hewitt TCM Studies 


cent). Munjal. in comparison, re- 
ceived a commission of 1.24 per cent 
of net profit in addition to a fixed sal- 
ary of 132.4 crore; Mittal 0.2 per cent 
(plus a salary of 39.6 crore); and Birla 
0.9 per cent of profit from Ultratech 
and 0.58 per cent from Hindalco 
Industries (with no fixed pav). Also, 
several promoter-CEOs such as 
Wipro's Azim Premji and Reliance 
Group's Anil Ambani have taken cuts 
in their compensation when faced 
with a tough business environment. 

While the promoter-CEOs are the 
better chronicled instances of corpo- 
rate leaders with high compensation, 
lesser-known names — many of them 
CEOs with very little ownership or 
none at all in the companies they run 
— are fast climbing to the top of the 
heap. BT's research found at least 10 
instances of such non-promoter CEOs 
making more than 120 crore a year. 
Seasoned recruiters say Indian CEOs 
are spoilt for choice with most hav- 
ing at least three job offers or feelers 
coming their way at any given point 
in time. 

CEOS falling in this salary range 
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include Gajanan Nabar, CEO and 
Managing Director of engineer com- 
pany Praj Industries, who made a neat 
pile of over 122.5 crore, according to 
data from the Prowess database. Or, 
Debnarayan Bhattacharya, Managing 
Director of Hindalco, who is counted 
among the best compensated profes- 
sionals at 119.4 crore in 201 1/12. Or, 
Carl-Peter Foster, the former global 
chief of Tata Motors, who pocketed 
more than 32 3 crore for the six months 
he worked in 2011/12 before resign- 
ing in September 201 1. Others such as 
Max India Managing Director Rahul 
Khosla (112.4 crore) represent those 


“Compensating a 
CEO excessively 
is not a great idea 


Are Indian CEOs overpaid, or have they 
earned what they get? 

I would not say they are overpaid in 
general but there is definitely a need for 
introspection by them on whether their 
pay is fair in the context of India. 


What about fundamentals of 
compensation worries you today? 

[ am happy that we have moved to a 
market-driven and competency-driven 
compensation scheme today. In the 
current scenario, I do worry about the 
greed of some of the senior 





quickly climbing 
the salary ladder. 
The 34 crore to 
110 crore bracket 
is more crowded 
and has the likes of 
Y.C. Deveshwar of 
ITC (X9.8 crore); 
Hindustan Unilever Ltd's 
(HUL) Nitin Paranjpe (39.7 
crore); Antonio Helio Waszyk 
(138.5 crore), who runs Nestle in 
India; N. Chandrasekaran of 
Tata Consultancy Services (38 
crore); Reliance Industries's 
P.M.S. Prasad (45 crore), and 





In executive compensation, Infosys has 
been a trendsetter for Indian companies. 
N.R. Narayana Murthy, the software 
giants Co-founder and Chairman 
99 Emeritus, shared his views on the 
subject with Chaitanya Kalbag in an 
email interview. Edited excerpts: 


excessively is not a great idea. At 
Infosys, the cEo's salary is about 20-22 
times that of the salary of the lowest 
professional. Secondly, there should be 
full transparency before shareholders 
regarding every item of compensation 
and the basis for awarding that item. 
Thirdly, a large part of the CEO salary 
must be variable and must be awarded 
only based on his or her performance 
over a certain period of time, say three 
to five vears. This is particularly true ol 
stock options and bonuses. 


management staff and even entrepreneurs. 


How should boards and shareholders approach the 
subject of compensation? 

The board should decide the compensation of the СЕО 
based on three factors: fairness, transparency and 
accountability. Fairness in deciding the CEO'S 
compensation with respect to the compensation of the 
lowest-level professional is very important. No leader 
can succeed in a vacuum. Compensating a CEO 


Are compensation costs sucking out competitive 
advantage from Indian companies? 

As long as senior management salaries are a small part 
of total revenue, this is not an issue. 


What has your experience with ESOPs been? 

Most Infoscions who received huge stock options lefi 
once the options got vested. I am disappointed by the 
lack of gratitude of most of them. Therefore, there is 
need for increasing the vesting period to 15 to 20 years 
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f For a more detailed interview go to | 
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ww.businesstoday.in/salaries-murthy 
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T.K. Kurien of Wipro (34.5 crore). 
Even a lesser-known firm like Agila 
Specialities has its CEO Venkat S. Iyer 
taking home 15 crore, as also Manoj 
Chhabra of Rajan Raheja Group's 
Prism Cement, and Raymond 5 
Noronha of VST Industries. 

In fact, the BT-Aon Hewitt study 
shows that median CEO compensa- 
tion has already breached the 13 
crore-bracket and is as high as 14.6 
crore for the business process out- 
sourcing industry and over 14 crore 
for the manufacturing segment (see 
Reaching for the Sky on page 64). 
Pratik Kumar, Executive Vice 
President for HR at Wipro, puts down 
rapidly rising СЕО salaries to “a severe 
shortage of talent, combined with the 
more complex roles before profes- 


sional talent steering the fortunes of 


global Indian conglomerates”. 

Numbers go to extremes for 
many reasons. It could be that à 
contract is negotiated afresh, as in 
the case of HUL's Paranjpe where his 
salary shot up 23 per cent from 37.9 
crore in 2010/11. It could also be a 
case where the company ropes in 
international talent as was the case 
of Forster at Tata Motors, whose 30- 
vear career spanned the consultancy 
McKinsey and automaker 
BMW. His total package for 
2011/12 dwarfed the 
modest 14.5 crore of the 
just-retired Managing 
Director P.M. Telang. It is 
anybody's bet what the new 
man-in-charge Karl Slym 
makes but it is sure to be in 
tandem with what Indian 
CEOs make today. 

As the number of busi- 
nesses in India explodes and 
revenue growth rates of 40 to 
60 per cent become common, 
especially among ambitious 
mid-sized companies, promoters 
and boards view CEO compensa- 
tion as an investment and not 
simply as cost. “Our recent study 
of the listed companies shows that 
there is a steady increase in 
number of professionals in the mil- 
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lion dollar club,” says K. Sudarshan, 
Managing Partner at executive- 
search firm EMA Partners 
International. 

Marico is a good example of a 
company where a professional CEO 
was brought in at costs aligned to the 
market. “Whatever applies to the 
promoter-CEO should apply to the 
professional CEO,” says Mariwala, 
who founded Marico in 1990. “The 
key is to get the right talent that per- 
forms, my salary is not even double 
of any of my CEOs.” At New Delhi- 
based Dabur, the promoters have 
altogether eschewed compensation 
and have in place a CEO (Sunil 
Duggal) who made %5 crore in the 
financial year gone by and +4 crore 
the year before. “We decided about 
six years ago that we would not draw 
compensation, but allow that money 
to build the business,” says Vice 
Chairman Amit Burman. 


Investment or Cost? 
But not all are happy. or fooled by the 
hype surrounding CEO compensation. 
K. Ramkumar, Executive Director for 
HR, ICICI Bank, feels it's time to worry. 
“Few people factor in wage inflation 
that is being unleashed not just in 
companies, but also the economy 
eventually,” he says (see Economics 
Should Govern Remuneration on page 
60). EMA's Sudarshan agrees, point- 
ing to the ripple effect in the up- 
per echelons of companies. 
“I am more worried 
about the CXO and 
senior professional 
salary increases. 
These have alreadv 
breached the 1 
crore barrier and in 
many cases are up to 
42 crore." he says. 
Ramkumar and 
Sudarshan are not alone. 
"If people say high salaries to 
CEOs is a real motivating factor and 
as a result, the enterprise will do well. 
| don't think so." says R. 
Thyagarajan, Founder, Shriram 
Group. "The cost of managing the 


business will go up. It will not im- 
prove the performance of the or- 
ganisation over a period of time.” 
Still. he concedes that his group is 
also reacting to the pressure to in- 
crease CEO compensation. 

Others nuance their response dif- 
lerently. Says K. Anji Reddy, 
Chairman, Dr Reddy's Laboratories: 
"I do not think we should grudge 
high salaries to the CEOs so long as 
they perform and are able to give 
good returns to their shareholders." 
Marico's Mariwala calls for “a right 
balance between fixed and variable 
component". This has been a bug- 
bear in Indian senior management 
compensation structures in general. 
The BT-Aon Hewitt study shows fixed 


component in CEO 
remuneration 
tends to be as high 
as 46 per cent, as 
opposed to 15 per 
cent in North 
America (see 
Regional Mix on page 
72). In many compa- 
nies the fixed compo- 
nent is up to 80 per cent 
while the remaining is variable. 
Aon Hewitt's Ghose draws at- 
tention to two issues. "Firstly, the 
regulatory structure that guides 
executive compensation in India 
is not well defined, leaving loop- 
holes that businesses can and do 
exploit. Secondly, we do not see a 








This year, Institutional Investor Advisory Services (IIAS), which advises investors on voting strat- 
egies, recommended shareholders vote against proposals suggesting steep compensation hikes 
lor top executives at several companies. In the case of Jindal Steel & Power, 97 per cent of institu- 
tional shareholders who voted opposed the proposal. But all proposals were eventually approved 
by shareholders, mainly because promoters held controlling stakes. Here are a few examples: 


PROPOSAL 
J HK lal To authorise Naveen Jindal, promoter 
Steel & and chairman, to revise remuneration 
Power of whole-time directors 
B To pay a minimum remuneration to 
Gamme ) H Abhijit Rajan, promoter and chair- 
[ndia тап, for 2012/13 and 2013/14 


To re-appoint A.M. Naik as Chairman 


‘ V 7 
Larsen & and K. Venkataramanan as MD and 


rq 
l'ou bro CEO, and decide their remuneration 
Sun TV To pay 13.4 crore to Kalanithi Maran 
N twork “ЧК Kalanithi along with bonus 
Мемо! so that it's по тоге than 5% of profit 
Div g To raise the remuneration of promoter- 
Ls he directors Kiran S. Divi and Murali K. 
AAA У, 


Divi, and of Director N.V. Ramana 


WHY ПАЅ OPPOSED 


Pay revision must be decided by a remuneration com- 
mittee of the board comprising independent directors 
and be approved by shareholders 


Саттоп'ѕ profit and market value fel! over five years 
while Rajan's pay grew nine times. Dividend fell from 
37.65 crore in 2009/10 to 32.73 crore in 2011/12 


Naik's pay not in line with L&T's profitability and stock 
performance over a five-year period. The 40 per cent 
pay hike to Venkataramanan too high 


The increase in remuneration not in line with the 
decline in total income and net profit of the company 
in 2011/12 


Growth in fixed pay for Kiran S. Divi, Murali K. Divi 


and N.V. Ramana found too high at 91%, 56% and 
74%, respectively 
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lot of focus in companies on aligning 
pay with performance,” he says. It is 
early days yet but some quarters of 
Corporate India are changing com- 
pensation structure with a greater 
emphasis on performance, Leena 
Nair, Executive Director — HR, 
Hindustan Unilever, says her com- 
pany is using pay structures as a 
more effective lever to enhance per- 
formance. “Over the years we have 
consciously increased the weightage 
given to variable compensation,” she 
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says. "This approach supports our 
overall performance culture.” 

Some argue that excessive vari- 
able compensation makes even con- 
servative CEOs avaricious, and have 
led to some headline-grabbing scan- 
dals in the US. But the low level of 
linkage of remuneration to perform- 
ance defies logic. This is not all. There 
is a negative correlation between 
company scale and size, product and 
service diversity. and performance 
with senior management pay. 
Insights from a recent Aon Hewitt 
study shows a low strength of the 
relationship — one represents perfect 
correlation and zero none — between 
business size (measured by revenue, 
profits and other metrics) and CEO 
pay. “Western peers re- 


0.6 to 0.7 while 
Indian businesses 
report a correla- 
tion of less than 
().2 across indus- 
tries," 
Ghose. 

It is also not un- 
common to see com- 


says 


compensation committees on 
Indian boards. “We find that 
many boards are not really do- 
ing their jobs. We find that 
perks are vaguely defined,” 
says Amit Tandon, Managing 
Director, Institutional Investor 


port a correlation of 


panies make a mockery of 


Advisory Services (IAS), a firm that 
advises institutional investors on 
voting strategies and corporate gov- 
ernance, Since September 2011, 
ILAS has recommended voting 
against 39 compensation-relation 
proposals from various companies 
(see The Awakening on page 70). 

For Harsh Goenka. Chairman, 
RPG Enterprises, most of these issues 
boil down to governance, which in 
the case of CEO compensation, he 
says, hinges on independent direc- 
tors who bring external perspective. 
"In most promoter-led business 
groups, traditionally, decisions are 
taken by promoters. It happens in 
MNCs too,” he says. Goenka feels that 
often compensation committee 
members are not adequately exposed 
to the senior leadership team. 

There is no running away from 
soaring CEO salaries. “I do not under- 
stand why we keep referring to our 
talent as ‘Indian’ CEOs," says Kumar 
of Wipro, pointing out how talent at 
senior levels is very mobile. In that 
insight could lie the biggest answer 
for companies here: shed fears of 
cultural fits and import global talent. 
That could reshape Indian CEO sala- 
ries and, indeed, Corporate India. Ф 

( ADDITIONAL REPORTING BY K.R. 
BALASUBRAMANYAM, E. KUMAR 
SHARMA, GOUTAM DAS, SUMAN 

LAYAK, SEBASTIAN Р.Т. AND ANUSHA 
SUBRAMANIAN. DATA RESEARCH BY 
NITI KIRAN AND JYOTINDRA DUBEY. } 
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ndian companies are at a unique point 
in the evolution of their approach and 
thinking towards compensating 
boards and executives. In the natural 
order of things, as organisations grow or 
plan for significant growth, compensation 
levels for critical managers who are respon- 
sible for driving this growth start rising. So 
it has been with Indian businesses, which 
have had, barring the current phase, an 
almost uniform growth trajectory. This has 
been reflected in the way companies have 
remunerated their executives. 

A snapshot of the last five years would 
reveal that executive compensation has 
grown at a compound annual rate of more 
than 14 per cent. Indian compensation 
levels are now beginning to look surpris- 
ingly similar to global standards. And if the 
growth rate in compensation levels re- 
mains same across western economies 
(average of one to two per cent increases) 
and India, in five to six vears Indian execu- 
tive compensation levels would start ex- 
ceeding global benchmarks. 

The delivery of pay is also becoming 
increasingly aligned to performance-based 
structures. The pay mix has moved from 
being a "cookie cutter" 80:20 mix between 


fixed and variable to a more evolved mix of 


O 


() Pay disparity 
between CEOs 
of boards run by 
promoters and 
non- promoters 
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wernance With Pay 


fixed pay (about 45-50 per cent), annual 
incentives (25 per cent) and long-term in- 
centives (25-30 per cent). A more subtle 
change is the effect of the volatility in 
Indian equity markets on the earning po- 
tential for executives — higher volatility. 
and thereby risk. providing larger upsides 
in pay. In effect, what this presents is a very 
interesting reflection of the fact that com- 
pensation for executives in India is very 
similar in all aspects with western counter- 
parts. However, this presents a distinct 
reason for investors, regulators and com- 
panies to worry because the governance of 
compensation in India is still very far from 
the level of maturity that is mandated in 
western economies. 

Aon Hewitt's research in executive 
compensation throws up two distinct as- 
pects that should worry. Firstly. the basic 
tenet of executive pay — that compensation 
data should have a distinct correlation with 
business fundamentals — is glaringly absent 
in India. CXO compensation in India, across 
sectors and sizes, shows marginal to no 
correlation with business size or scope. 

Secondly, there is significant confusion 
and opacity in data that are available in the 
public domain for a large cross section of 
companies. In our interviews with human 
resources and compensation managers we 
have often found them struggling to clearly 
outline the process of pay decisions at the 
executive level. Both these factors can per- 
haps be explained by the structure of the 
talent market in India where demand for 
effective CXO talent is believed to far outstrip 
its availability. 

There is also a legacy and structural 
issue in this. Historically, Indian companies 
have largely been promoter-driven and the 
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"m. Compensation 


principal-agent relationship has been very 
different from the primarily shareholder- 
run organisations in the West. Indian 
companies have ensured managerial com- 
pensation has been strictly in line with the 
best interests of the promoter group. But 
they have broadly ensured a certain degree 
of discipline in managerial remuneration. 
In fact, companies where the board is 
largely controlled by the promoter group 
usually compensates its chief executive of- 
ficers at an average 60 per cent less than 
companies where the board is driven by 
institutional and minority shareholders. 
The maturity that is forced onto companies 
through shareholder activism has been 
very distinctly absent in the Indian context. 

Indian regulators have largely played a 
passive role in ensuring effective govern- 
ance of compensation - the provisions of 
the Companies Act on managerial remu- 
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neration have progressively been relaxed 
and currently exist only as compensation 
caps as a percentage of profits (the caps are 
almost irrelevant in large organisations 
and create confusions for smaller or loss- 
making companies). The Securities and 
Exchange Board of India has allowed com- 
panies significant flexibility and through its 
Clause 49 of the Listing Agreement only 
requires disclosure of director compensa- 
tion. Industry-specific regulators have been 
more actlve, and the Reserve Bank of India 
has been more directive in the approach 
towards managing compensation in Indian 
private-sector banks. | 

Over the last three years there have 
been a range of other “non-mandatory” 
guidelines that have been issued by the 
government and industry bodies, such as 
by the Ministry of Corporate Affairs in 
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2009 and the Confederation of Indian 
Industries in 2010. This leaves sufficient 
room for organisations to manoeuvre both 
in terms of disclosures as well as the ap- 
proach towards governing pay decisions. 

The current regulatory structure hails 
from a time when pay structures or quan- 
tum for executives were not very different 
from the rest of the organisation and the 
world had not gone through a financtal 
crisis largely brought about by misaligned 
incentives. In this environment, organisa- 
tions have taken varying approaches to- 
wards compensation governance. 

While some who are listed on global 
exchanges have had to comply with their 
regulators, others have voluntarily ensured 
high levels of disclosure of pay levels and 
governance standards. But many leading 
companies keep their executive compensa- 
tion structures and approaches sufficiently 
opaque while disclosing the bare minimum. 

There is an urgent need for two changes 
in the executive salary landscape. Firstly, 
independent compensation committees 
need to become mandatory for companies. 
Secondly, organtsations need to be provided 
more detailed templates for disclosing infor- 
mation on executive pay. The disclosures 
should start resembling proxy filings that 
US-listed companies are required to do. 

While we have been critical of organisa- 
tions in their approach towards disclosures 
and discussions on executive pay, we have 
seen an increasing maturity in a large 
number of Indian organisations. What was 
once a taboo concept with little or no data 
being shared, we today have companies 
actively participating іп surveys and shar- 
ing data. Regulators need to hasten this 
process of transformation by ensuring all 
organisations disclose their approach and 
data on executive pay. Executive compen- 
sation conversations always start with a 
discussion ori shareholder value, and it 
would be unwise for us to forget the fact 
that ensuring shareholders are completely 
aware of how pay levels are aligned to- 
wards delivering value is in itself a great 
way of increasing confidence in and attrac- 
tiveness of a business. Ф 

The author Is Director, Executive 
Compensation and Governance, Aon Hewitt 


indriyajit Sethi, TATA Services Ltd., Vice President - Group Strategic Sourcing 
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Bollywood's actors have proved they сап act and dance around 




















Actor John Abraham and his Sircar brought up the subject of sperm donation and 
director friend Shoojit Sircar had a persuaded Abraham to make a light-hearted film about it. 
great idea for a film — militancy in And that is how Vicky Donor, the first production of 
Sri Lanka. They even had a title in \braham’s company, JA Entertainment, 
mind — Jaffna, after the capital ol was conceived. 


Sri Lanka's Northern Province Not only was Abraham venturing into production, 


and the worst affected city where actors such as Amitabh Bachchan, Akshay Kumar 
during the LTTE vears. For two and Ajay Deven had burnt their fingers in their first at- 
vears, they discussed the idea tempt, but he also took a number of risks. He departed. 


threadbare. Amid those however, from their approach of making big-budget films 
conversations, in a that bombed at the box office. Vicky Donor, which cost 39 
sudden twist in the plot, crore to make, raked in #44 crore at the box office world- 
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the trees. Now they are proving they also have business chops. 


wide and launched Abraham's career as a producer. Corporation Ltd ( ABCL), made films suc! 
The co-producer of Vicky Donor. Eros International (1996), Aks (2001) and Mrityudaata (19 
Media, also co-produced Chalo Dilli (201 1). the first film because of poor financial manag 
made by actress Lara Dutta's company, Bheegi Basanti distribution. The tide turned айе! 
Films. Chalo Dilli cost 35 crore, and grossed twice as much. reincarnated as AB Corporation Ltd i 
Devgn, sitting in the office of his father, stunt and ac- with Reliance Big Pictures. The 3 
tion choreographer Veeru Devgan, in Mumbai's posh Juhu starring Big B and his son Abhishi 
locality, says: "I produced Raju Chacha with a budget ol mately 160 crore at the box offic 
{30 crore. In today's time, it is equivalent to 1 100 crore. It For a new producer like Abrahat: 
turned out to be a loss-making project." Raju Chacha was seemed a safer option than a film 
released in 2000. militancy. But it's not as if he foug] 


Amitabh Bachchan's company, Amitabh Bachchan sperm donation is not your average В 
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the lead was played by a newcomer, 
Ayushmann Khurrana. Abraham, 
however, says he was confident 
about his decisions, “The hero of my 
film was the content and not the 
newcomer,” he says. 

Abraham, who has a manage- 
ment degree and was a media plan- 
ner before he became an actor, also 
took the risk of releasing Vicky Donor 
in the middle of the Indian 
Premier League season. 
Conventional wisdom con- 
sidered such timing sui- 
cidal. “Other film makers 
had decided against any 
big releases, leaving the 
field open." he says. 
He, however. was con- 
vinced that “there 
was fatigue regard- 
ing cricket”. 

Abraham and 
others are putting the 
finishing touches on a 
shiny new business 
model for the century-old 
Indian film industry. Many leading 
actors own production houses and 
are increasingly business-savvy risk 
takers. 


Actors and Studios 
Share the Risk 
Many actor-producers are teaming 
up with large studio banners. For 
instance, Viacom 1 8 Motion Pictures 
co-produced the recently released 
OMG with Akshay Kumar's new ban- 
ner, Grazing Goat Pictures, and Son 
of Sardaar — scheduled for a Diwali 
release — is being co-produced with 
Ajay Devgn Films. Disney UTV co- 
produced Peepli Live ( 2010) and Delhi 
Belly (2011) with Aamir Khan 
Productions, and is co-producing 
Chennai Express with Shah Rukh 
Khan's Red Chillies Entertainment. 
As co-producer, the studio not 
only bears the cost of making the 
film, but also markets and distributes 
it. It pays a production fee to the ac- 
tor's production house, and the latter 
may also get intellectual property 
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rights (see The Actor-Producer's 
Business Strategy, page 84). 

Instead of charging huge acting 
fees, actor-producers are taking a 
percentage of profits. So while 
Akshay Kumar, Shah Rukh Khan or 
Aamir Khan charge around 120-25 
crore to act in a film, as co-producers 
they agree to take a 50 per cent share 
of the profit. If a film fares well, both 
the actor and the studio gain, and if it 
does poorly, the studio doesn't have 
to cough up a hefty acting fee. 

In India, the lead actor accounts 
for around 35 per cent of the total 
film cost. Vikram Malhotra. CEO of 
Viacom18 Motion Pictures, says: 
"When one component of the cost is 
so high. it is necessary to de-risk, and 
a good way to do this is by reducing 
the upfront financial commitment to 
the project by bringing the actor into 
the...sharing of risk." 

Rakesh Jariwala, Partner and 
expert on filmed entertainment at 
Ernst & Young, says high acting fees 





made the older business model 
(producers hiring actors only to act) 
less profitable. "Because very few 
movies reached the 1100 crore 
revenue mark, there was no profit," 
he says. "There was also pressure on 
the revenue side, and people realised 
that if everyone has to make money 
then probably we need to take a cue 
from Hollywood and build a 
participative model." 

Studios say the actor-producer 
business model mitigates risk. 
Siddharth Roy Kapur, CEO of Disney 
UTV, says: "Studios take the financial 
risk and are obviously able to earn a 
commission on distribution above 
that, and then share the profits 
with the actor-producer in the pre- 
agreed ratio.” 

Kamal Jain, Chief Financial 
Officer at Eros International Media, 
says: “It is a win-win situation for the 
production house and the studio, as 
each gets to leverage the other's 
strengths — the production house gets 
to focus on producing a quality film, 
with the studio simultaneously ex- 
ploring and implementing the best 
distributing and marketing strategies 
for its release." Besides co-producing 
Ra.One (2011) with Red Chillies 
Entertainment, Jain's company made 
Agent Vinod and Cocktail — both 2012 
releases — with actor Saif Ali Khan's 
Illuminati Films. 


Actors Get More 
Business-Savvy 
Bollywood has come a long way 
since the first moving picture was 
screened in 1896 at Watson's Hotel 
in South Mumbai. India not only 
makes more films than any other 
country, but also has the largest 
number of film watchers in the 
world. Indians buy three billion cin- 
ema tickets every year, propping up 
the %10,000-crore industry that 
cranks out around 1,000 films in 20 
languages annually. 

In the 19905, distribution and 
viewing patterns changed with the 
rise of multiplexes. Now, the re- 





Holiday Inn Express Ahmedabad 
Opening Soon. 


holidayinnexpress.com 








vamped studio system is changing 
how films are made. Studios and ac- 
tor-producers are not a new trend in 
Bollywood. In the 1950s and ‘60s, 
actors often established studios and 
produced films. For example. Guru 
Dutt produced path-breaking films 
such as Aar Paar (1954), CID(1956) 
and Pyaasa (1957) under his banner 
Guru Dutt Movies Private Ltd. and 
Dev Anand's company Navketan 


NEW CHALLENGES 


The usual challenge of 
finding a good script and 
assessing its potential remains. 
But the trend of actors 
co-producing films is changing 
the game in many ways 


Actor-producers must 
hold on to their vision 
and film in a large 
studio set-up 


They must be in sync 
with the studio when it 
comes to marketing 


Actor-producers must 
understand how to reach 
out to the right audience 

in the right manner 


They must also 
understand how to keep 
costs in check 


Studios must ensure 
that their financial risk 
is actually reduced by 

partnering with an actor- 
producer, and that it's 
not just a deal on paper 


The actor's image must 
not overshadow the 
product 
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Films produced hits such as Hare 
Rama Hare Krishna (197 1) and Jewel 
Thief (1967). For these actors, it was 
all about wanting to make films they 
believed in. 

"Making profits was secondary.” 
says Malhotra of Viacom18 Motion 
Pictures. “Films banked on the cred- 
ibility of the actor and his name. 
They never marketed the films 
the way it is done today.” He 
adds that the supply and de- 
mand economics were vastly 
different back then — the film 
output was one-fifth of 
what it is now, and hits 
remained in theatres 
for months. 

Unlike in the 
1950s, today actresses 
are also stepping into 
the producer's shoes. 
Lara Dutta, Dia Mirza and 
Sushmita Sen have all pro- 
duced films. 

Today's actor-producers obvi- 
ously believe in the films they make, 
but thev also consider film-making a 
business proposition. Production. 
distribution and financing are 
planned right from the script stage. 
and every penny is accounted for. 

Among the recent crop of actor- 
producers, Shah Rukh Khan and 
Aamir Khan, who turned producers 
in early 2000, have been remarkably 
successful with their calculations. 
Aamir Khan's 11-year-old Aamir 
Khan Productions has produced only 
six films, but all of them have been 
successful at the box office. 

Aamir Khan's first film, Lagaan 
(2000) cost 425 crore to make, and 
earned 375 crore worldwide at the 
box office. Peepli Live and Delhi Belly. 
co-produced with Disney UTV, also 
did well. Khan, who could not be 
reached for comment — he is in 
Chicago, shooting for Dhoom 3 — de- 
votes a lot of attention to marketing 
and promotional strategies. Sources 
close to him say he's a hands-on 
producer who understands the crea- 
tive aspects of film-making and also 
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has a say in production and market- 
ing strategies. However, he defers to 
the studio with whom he is co-pro- 
ducing to take care of a significant 
part of a film's strategy: distribution. 

Shah Rukh Khan, too, considers 
marketing and promotion important. 
His company, Red Chillies 
Entertainment, has produced 10 
films. of which Ra.One is the biggest. 
Jain of Eros International Media. 
which co-produced Ra.One, says: 
"The film raked in almost 1102 crore 
even before it was released." Just the 
satellite rights, for instance. were pre- 
sold for 135 crore. Twenty-five 
brands were associated with the film. 
and Star One reportedly paid 110 
crore for the music launch telecast 
rights. (See last year's Business Today 
story at tinyurl.com/ra-one- 
marketing.) 

This emphasis on marketing is a 
departure from the Guru Dutts and 
Raj Kapoors, who simply invested 
their money, focused on making the 
film, and banked on their popularity 
to do the rest. Today's actors, con- 
scious about their brand image. are 
more picky about the films they want 
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to be associated with. 

Abraham, who in his pre-acting 
days planned advertising campaigns 
for The Times of India and other 
brands at ad agency Enterprise 
Nexus, says: “This job helped me 
understand not only audience seg- 
mentation but also the demographics 
of an audience. It helped me plan my 
maiden production.” 

“Initially, we started making films 
as a passion, like in the past.” says 
Deven. “But now, it has become a 
business proposition because it's lu- 
crative if played well. But there are 
risks. Above all, it’s our brand equity 
which is on the line.” Lessons 
learned, Devgn and Kumar are now 
co-producing films with large studios. 


Changes in the 

Cash Flow 

The business is lucrative because 
theatres are no longer the only 
source of revenue. There are also 
cable and satellite rights, overseas 
distribution, home video, pay-per- 
view, licensing and merchandising. 
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and in-cinema advertising. The 
actor-studio co-production model has 
gained ground because revenue- 
sharing offsets the high fees 
demanded by stars. The new revenue 
streams make it even more attractive. 

According to a 2012 FICCI-KPMG 
report on media and entertainment. 
by 2015, domestic theatres will 
account for about 72 per 
cent of a film's revenues, 
down from 74 per cent in 
2011. Satellite rights, which 
account for 10 per cent, will 
increase to about 1 3 per cent. 

The co-production 
model and additional reve- 
nue streams are altering 
how banks perceive the 
film industry. Change has 
been slow since 2000, 
when the IDBI Act was 
amended to grant industry 
status to film production. 
Although many film projects have 
got bank funding. there have been 
reports that banks have reduced their 
exposure in the last couple of vears, 
as thev could not recover dues in 
many cases. 

Still, banks are getting smarter 
about how they lend. Recently, the 
Central Bank of India ventured into 
film financing by lending 310 crore to 
the first production of actress Preity 
Zinta's company, PZNZ Media. The 
film, Ishkq in Paris, stars Salman 
Khan and French actress Isabelle 
Adjani, and Zinta herself. To avoid 
exposure to market risks. the bank 
requires that the loan be paid back 
from the sale of film rights. 

Studios typically plan their cash 
flows for the year, so most films are 
financed through internal accruals. 
However, they also say they have no 
trouble borrowing from banks. 
"Ra.One was completely financed by 
us through internal accruals,” says 
Jain of Eros International Media. “But 
sometimes we raise funds from 
banks, if we fall short." He says banks 
such as IDBI and YES Bank finance 
films and are willing to fund a project 
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if there is a corporate guarantee. He 
adds that loans generally have to be 
paid back before the film is released. 


Actors Have More 
Creative Control 
Actor-producers not only manage 
production. but also provide creative 
inputs. The film, of course, benefits 
from not only their experience but 
also their brand equity. 

Abraham says: "As an actor | 
was a complete director's actor — | 
only followed and never gave any 
inputs. But as a producer, | am in- 
volved right from the beginning of 
the creative process.” 

Kumar says: “Bollywood has 
evolved over the years, and there's an 
addition of a creative producer. In 
this case. it's the actor himself, who, 
unlike an executive producer, is more 
involved in taking creative calls 
rather than merely being involved in 
the nitty-gritty of production.” 

For most actor-producers. pro- 
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duction affords room to grow. 
“Having spent 10 years in the indus- 
try, I realised I knew the industry and 
had the necessary contacts," says 





Can experiment and engage 
with diverse genres and 
non-conventional cinema 


Has control over the film as 
a hands-on co-producer 


Understands the role of 
marketing and distribution in 
an integrated manner 


Studio's partner in both 
profits and risk 


Creative value addition 


Gives new talent a chance 
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Cost of making the film is 
borne by the studio 








Actor's company charges 
10-15% of production cost as 
production fee 


On average, 25-30% is set 
aside for marketing and 
distribution 


Actor-producer gets 50% 
of the profit and intellectual 
property rights 
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Dutta. “Turning a producer was the 
next logical step.” 

Production also gives actors the 
chance to own a project, and to be 
part of the film-making process from 
the idea stage. “I think it’s a pretty 


good way to work, as the studio and 


the actor-producer are on 
the same creative wave- 
length fromthe begin- 4 
ning,” says Disney 
UTV's Roy Kapur. 

Actors’ production 
houses usually have 
their own creative 
teams that explore 
ideas. “A lot of our 
concepts are being 
developed by our | 
in-house creative 
team," says Ashvini 
Yardi, former programming 
head of Viacom18's Colors 
channel, who co-founded Grazing 
Goat Pictures with Akshay Kumar 
with the aim of making high qual- 
ity creative films, both full-length 
and short. 

In-house creativity is crucial, as a 
lot hinges on content. "The budget 
should be defined by the concept and 
not by the actors,” says Dinesh Vijan, 
Partner at Illuminati Films, which 
currently has six scripts under devel- 
opment. Vijan says it takes about 18 
months to write a script. 

The emphasis on creativity also 
provides opportunities for fresh tal- 
ent. “There is a dearth of writers in 
our industry,” says Vijan. “In the 
next two years, Illuminati Films will 
build good infrastructure that will 
develop quality content in-house, 
and nurture writers and other new 
talents. This will be the future of any 
production house.” 

John Abraham says his company 
stands for content in films, and not 
just in film proposals. “Vicky Donor is 
my benchmark.” he adds. JA 
Entertainment's next project is Jaffna, 
also directed by Shoojit Sircar. 
Abraham's co-producer for this ven- 
ture is Viacom18 Motion Pictures. 
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Directors Take the Cue 
from Actors 

Like actors, directors are also taking 
to co-producing their films with stu- 
dios and have begun to split the 
profits instead of charging a fee. 
Anurag Kashyap, whose company. 
Anurag Kashyap Films Pvt Ltd, co- 
produced Gangs of Wasseypur with 
Viacom18 Motion Pictures, is an 
example. “Anurag did not charge a 
single penny as his fee, but has a 
share in everything proportionately 
with Viacom18," says Viacom's 
Malhotra. Gangs of Wasseypur 1 and 
2 together earned 375 crore at the 
box office. 

Film production is growing in 
maturity as more actors and directors 
manage projects in partnership with 
studios. Actor-producers have a re- 
markable amount of control: they 
can alter the script, choose their co- 
stars, and even replace the director. 
But perhaps the biggest change is 
that the more successful the film, the 
more money they make. 
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India was always globally renowned for its semiconductor design 


services. But a few entrepreneurs are now going several steps ahead 
to make indigenous chips as well. By GOUTAM DAS 






Ahead of the 
pack: Cosmic 
Circuits 
Co-founder & 
CEO Ganapathy 
Subramaniam 





RBR Lavout is a world apart from glitzy 


Whitefield or Electronic City where most of 


jangalore's globally-renowned technology 
companies have their offices. Yet it is in this 
smelly, rundown neighbourhood that 


Saankhya Labs, one of just a handful of 


Indian companies that makes chips — the vital 
brain inside every electronic device — used to 
be located. The company's interior was as 
unimpressive as its surroundings — a drab 
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double-storey building with no air condition- 
ing, paint peeling off the walls, desks reminis- 
cent of a government office. Strapped for 
funds, Saankhya Labs could not afford any- 
thing better. Two years ago, a prospective 
Singaporean client who visited the office was 
so shocked he could not take his eyes off the 
ugly-looking walls. 

"Don't look at the walls, look at our tech- 
nology.” Parag Naik, Co-founder and Chief 





Technology Officer of Saankhya Labs, re- 
members telling him. And indeed, the 
PowerPoint presentation Naik made trans- 
formed the visitor's initial impression. 
Saankhya was then making a state-of-the- 
art chip with 15 functionalities, whose 
uniqueness the presentation described step 
by step — the same chip could be used in 
televisions, set top boxes, personal comput- 
ers and even mobile phones. Called a com- 
munication receiver, it could support 
multiple communication standards. 

Though India has acquired a global 
reputation for information technology 
services and semiconductor design work, 
its contribution to hardware so far has 
been nothing to crow about. But that is 
changing with companies like Saankhya 
Labs, Cosmic Circuits, Ineda Systems, Aura 
Semiconductor, Signalchip and a few oth- 
ers leading the way. They are all making 
high-quality chips using what is called the 
‘fabless model’ — they design and develop 
chips, and later market them, but out- 
source the actual fabrication to companies 
in Taiwan, China and Singapore, the 
world's premier hardware manufacturing 
hubs. It is a model followed by numerous 
other companies across the globe, includ- 
ing the United States, since setting up 'fab' 
units is extremely expensive. Intel's new 
plant in Arizona, called Fab 42, for in- 
stance, cost $5 billion (26,000 crore). One 
of the most successful fabless chip manu- 
facturers, whose example inspired a 
number of the nascent Indian efforts, hails 
from Taiwan ~ MediaTek, which makes 
chips for wireless communication and 
digital multimedia. 

Of the indigenous chipmakers, Cosmic 
Circuits is by far the most successful. Co- 
founded by current CEO Ganapathy 
Subramaniam and three others, it sells 
around two to three million chips a month, 
which are used either in touch sensors or 
in the power management processors em- 


ployed by devices like tablets and smart- 
phones. Subramaniam spent 15 years at 
Texas Instruments, one of the world's big- 
gest chipmakers, before starting his own 
company. "Most of our customers are in 
China,” says Subramaniam, sitting in his 
laboratory, located near Whitefield. He has 
spent a million dollars on the lab, which he 
has fully equipped to conduct quality 
checks on the chips. One of the tests even 
involves putting them in a 'burning cham- 
ber' at a temperature as high as 150 de- 
grees Centigrade to test their reliability. He 
notes that he has sold around 20 million 
units since his company began making 
chips in 2009, competing successfully 
against reputed, multinational chipmakers 
such as Maxim and Linear Technology. 

Aura Semiconductor, two years old, 
again based in Bangalore, makes chips for 
TVs and mobile phones. Signalchip makes 
chips for use in communications. 
Hyderabad-based Ineda Systems is building 
a new kind of chip that will make tablets 
and smartphones much more energy- ef- 
ficient. "Customers are open to entertain- 
ing Indian firms if they see a good team 
with experience, and as long as they un- 
derstand what makes us different." says 
Balaji Kanigicherla, founder and CEO of 
Ineda Systems. 

Why did India take so long to get into 
products? It has been providing semicon- 
ductor design services for over two decades 
now —Texas Instruments has hada Bang- 
alore-based Indian subsidiary since 1985. 
But the transition from design to product is 
not easy, and it is only now, after nearly 
three decades of design services that India 
has a sizeable number of people capable of 
making it. "Fabless chipmaking is very 
complex unlike the Internet business. 
which is about business model innova- 
tion, says Naik of Saankhya Labs. 

Not surprisingly, the founders of semi- 
conductor start-ups are usually older — and 
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Where fabless chip manufacturing stands in India today 
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thus more experienced - than their 
counterparts in the online business. 
When Sachin Bansal and Binny 
Bansal started retailing site Flipkart, 
for instance, in 2007, they were 26 
and 25, respectively. In comparison, 
the Co-founder and CEO of Saankhya 
Labs Vishwa Kayargadde is 49, 
while Naik is 42. 

The rise of mobile devices is now 
also helping Indian chipmakers, 
since they have increased the de- 
mand for chips. While products 
such as desktops may need only one 
processor and a memory chip, 
smartphones require at least four 
chips to work. 

There is also the all important 
matter of funding. Indian venture 
capitalists are largely reluctant to 
fund semiconductor companies 
where developing the product can 
take as long as four years. Many of 
the present chipmakers have thus 
had to find ingenious ways 
to subsidise their early ef- 
forts. Cosmic Circuits, for 
instance, began in 2005 as 
a semiconductor intellectual 
property company, licensing 
its technology to other chip- 
makers and used some of 
this income to fund its re- 
search. Aura Semico- 
nductor started with design 
services. "When we looked 
around in 2008, there was 
no VC funding in the semi- 
conductor space in India," 
says Kishore Ganti, its Co- 
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Prized possession: Saankhya Labs Co-founders 


Vishwa Kayargadde (L) and Parag Naik 
displaying one of their products 


founder. "So the first step was to do 
things with your own money. 
Design was cash-flow positive from 
day one." Saankhya Labs was able 
to move into a presentable office 
only last year, after it won funding 
from Intel Capital. 

An exception among VCs, how- 
ever, is Hemant Kanakia, who is 
creating the Walden Ind:a 
Semiconductor Fund - along with 
Lip-Bu Tan, CEO of Cadence, which 
provides design tools to semiconduc- 
tor companies. The fund, as the 
name implies, will focus only on 
semiconductor investments in India. 
It has already invested in Cosmic 
Circuits, and hopes to fund around 
15 such companies for a start. 
Kanakia, a US-based serial entrepre- 
neur-turned-venture capitalist, ex- 
plains why he began looking at 
India. "It has become fairly expen- 
sive to fund fabless start-ups in the 
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US," he says. "The cost can vary be- 
tween $70 million and $100 mil- 
lion, while in India it is possible to 
have similar ones with an invest- 
ment of $5 million to $20 million. 
Again, the design cycle times are 
much shorter in India." 

The other big problem is that a 
domestic electronics manufacturing 
industry barely exists. Fabless chip- 
makers have no choice but to sell the 
bulk of their wares overseas. A report 
by the India Semiconductor 
Association (ISA) estimates that by 
2020, the overall semiconductor 
consumption in the country will be 
worth about 13 trillion. But with the 
key parts of electronic goods sold 
here being mostly imported, this will 
hardly help the chipmakers. 
"Currently, none of the Indian sys- 
tem companies manufactures in 
India. So they don't buy from us,” 
says Dr Satya Gupta, Chairman of 
ISA, and Co-founder of 
Concept 2Silicon Systems, 
which is working on medical 
and other industrial devices. 

That hardly augurs well, 
given the way consumption of 
electronic goods is growing in 
this country. Industry body 
Assocham has estimated that 
India's electronics market will 
grow from 15 trillion in 2012 
to 120 trillion by 2020. (A 
trillion is one lakh crore.) 
Unless local manufacturing 
takes off, it will add substan- 
tially to India's import bill. Ф 
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he first sound that 
greets Pankaj Thapar 
and Narender Kumar 
when they enter their 
office in Okhla, New 
Delhi, is a steady clatter of 50 sew- 
ing machines, For them, it is not so 
much a clatter as a symphony — the 
sound of tailors getting clothes 
ready for dispatch is music to their 
ears. Thapar and Kumar are the 
co-founders of Efello.com, which 
sells ethnic-wear online to markets 
such as the United Kingdom and the 
United States. 





Okhla, with its bumpy and dusty 
roads, is a very different world from 
the one they knew 10 years ago. 
Back then, they were living in 
London, supplying kurtas and pash- 
minas to local retailers. In 2008, 
however, those retailers started im- 
porting clothing directly from India, 
and Thapar and Kumar had to 
watch helplessly as their 120 crore 
business crumbled. 

The duo went back to the 
drawing board and came up with a 
grand strategy to go retail online. 
This time they would not limit 
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themselves to London but 
target the South Asian diaspora in 
the UK, the US and Europe. 

The venture did not begin well. 
"In 2009 we thought we had taken 
a wrong decision, as we were not 
even getting a payment gateway." 
says Thapar. "It took us seven 
months to get one." A payment 
gateway is a processing solution for 
online payments 





But business picked up then 
ter and their strategy was vind 
cated. While most e-commerc: 
panies are yet to break even, Eft 
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com claims to have made a few lakh 
rupees in profits in the first year it- 
self, As for the top line, the compa- 
ny's sales are expected to touch 320 
crore by the end of this financial 
year, says Thapar. The ambitious 
Efello founders now hope to earn 
1500 crore in revenues over the next 
four to five years. 
Ethnic designs have always had 
a market overseas, thanks to tourists 
and expatriate Indians carrying 
outfits back with them and generat- 
ing awareness. "Bollywood and 
Indian serials have also helped in 
branding, and this is creating a big 
ethnic market overseas," says 
Arvind Singhal, Chairman of 
Technopak, an advisory firm. 
Moreover, unlike the Indian e- 
commerce industry, which is still 
evolving, online shopping has ma- 
tured over time in developed mar- 
kets. With average prices six to seven 
times higher than in India, margins 
are high, allowing low-cost compa- 
nies to make a killing. Delhi's Utsav 
Fashion and Chennai's Cbazaar, for 
instance, derive about 95 per cent of 
their revenues from abroad. 
Cbazaar started out in 1999 from 
a small room in Chennai's Egmore 
locality. Today, it has a headcount of 
240. Founder and CEO Rajesh Nahar 
declined to reveal revenue numbers 
but says the company has been 
"profitable from day one". Nahar 
explains that companies in this seg- 
ment are profitable because they 
have not taken huge funding from 
venture capitalists to scale up. This 
reduces the pressure to grow rapidly. 
"You don't burn money today to 
make money later," says Nahar. "We 
come from a different mindset." 
Manoj Kumar Sarawgi, a 1990 
IIM-Ahmedabad alumnus, launched 
Utsav from his brother's store in 
Jaipur. He now calls it 
a "proof of 
concept" 







India 





store. "It helps us understand the 
market," says Sarawgi. Foreigners 
buy stuff in the shop. and become 
repeat customers on the website 
once they are back home. he 
explains. Today Utsav has a million 
unique visitors per month, the most 
in the market. 


he online international ethnic 
apparel market is worth $2 
billion and growing at 25 to 
30 per cent, accurdiug to indusiry 
experts апа business owners. Моге 
and more companies are flocking to 
this segment. For instance. Fabindia 
and Nalli, both well-known brands 
that have physical retail stores in 


many Indian cities, have an- 
nounced plans to go online and 
target international customers. 

The business model is pretty 
simple. Each company has a design 
catalogue available online. 
Customers choose a design and can 
provide exact measurements if they 
want it customised, This also makes 
them more comfortable buying 
clothes over the Internet. Payment 
is made upfront, through a standard 
gateway, and delivery is handled by 
three or four global logistics players. 
Generally, it takes anywhere be- 
tween seven and 15 days to deliver 
an order. 

Online ethnic-wear retailers 
produce about 35 per cent of their 
garments in-house. The rest is ac- 
quired from vendors across the 
country. "We may be the largest 
tailoring outfit in the world," says 
Pradeep Katyal, CEO of Utsav 
Fashion, considered the biggest 
company in this segment. 

Utsav expects its sales numbers 
to jump from 260 crore to 3200 
crore by the end of this financial 
year. The company has about 
50.000 stock-keeping units, 
essentially the number of designs 
available for sale. That is far more 
than a brick and mortar shop would 
have on offer. Efello has about 
10,000 such units and is looking to 
scale up to 40,000. Cbazaar has 
16,000 and is adding 150 new 
designs every day. 

During the Eid season, Efello 
sold 1,000 pieces, as demand for 
ethnic-wear increased. It expects a 
spike in demand during Diwali as 
well. The average price of ethnic- 
wear sold during this period is 
17.000. In India, the average price 
ranges between 3700 to 31,000, 
says Efellos Kumar. "And there is 
no cash-on-delivery, which can 
lead to an additional operational 
cost of 20 to 30 per cent.” he adds. 
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Industry watchers are impressed 
by the success of the move to tap the 
international market. “Ethnic gar- 
ments at that ticket size have good 
margins, making the business profit- 
able.” says Technopak's Singhal. 

One challenge all these firms face 
is converting customers who like to 
try out clothes before buying them. 
Many are uncomfortable buying an 
expensive clothing item just by look- 
ing at a screen. Besides, an ill-fitting 
garment could cause the customer 
to turn his back on the company. 
Quality is another issue. The look- 
and-feel challenge has been ad- 
dressed to some extent by allowing 
customers to provide their measure- 
ments and customise the fit. 

Just about two per cent of the 
clothes are returned, unlike in India, 
where the figure is close to 30 per 

cent. For the most part, compa- 
nies simply refund the 
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money to the customer without tak- 
ing the item back, since the logistics 
cost involved is very high. 
Successful companies could 
prove a lucrative investment target 


for venture capital firms. Some of 


these outfits have grown well with- 
out any external funding but could 


need it to grow further. “This kind of 


business is good for venture capital- 
ists," says Rachna Nath, an 
Executive Director at PwC. 
"However, it has to be scalable." 

In May, Cbazaar decided to seek 
funding to expand its business. 
Nahar and his team convinced Ojas 
Ventures and Inventus Capital to 
invest $3.5 million in the company. 

Efello is also seeking investments 
to scale up. Currently, it has more 
designs for women and is looking to 
add more men's and kids’ wear as 
well as jewellery. 

"Selling ethnic apparel to foreign 
customers online can be a great busi- 
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ness with good margins, but I doubt 
if it is scalable,” says Pradeep Tagare 
of Intel Capital. However, he adds: “ТЇ 
companies achieve revenues of 350 
crore to 4100 crore, it shows that 
they have figured out the market”. 

The market is expected to ex- 
pand in coming years and become 
more competitive. Already. industry 
experts say, a dozen such companies 
have mushroomed, though they are 
still small. The entry of Fabindia and 
Nalli will heat up the competition. 

Over the long term, there is even 
a risk of the business getting com- 
moditised, as happened in India, 
where apparel e-commerce compa- 
nies are a dime a dozen. 

For now, the future looks bright. 
"We have a huge opportunity ahead, 
and we are profitable," says Efello’s 
Thapar. So long as his tailoring or- 
chestra continues to play, he knows 
things will be good. For as they sew. 
so shall he reap. 


Send your comments to editor.btintoday.com 
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LIFESAVING 
TOOLS, 


MADEIN INDIA 


Indian start-ups are developing world-class medical 
equipment, braving considerable odds. By TASLIMA KHAN 


otted with fashion showrooms 

and boutiques, Shahpur Jat is a 

bustling market in South Delhi. 

Some of the country's marquee 

fashion designers have set up 
shop here. It is an unlikely setting for a medical 
device start-up, but Consure Medical is tucked 
away in a corner of this market, inside a non- 
descript building. A brainchild of Nishith 
Chasmawala, a plastics engineer from 
University of Massachussets in the US, Consure 
has developed a low-cost product for fecal in- 
continence, a painful medical condition in 
which patients are unable to control their 
bowel movements. 

"We chose fecal incontinence because 
there is a social stigma attached to the problem 
and so the potential to create an impact is 
huge," says Chasmawala, who was earlier as- 
sociated with Kyphon, a Silicon Valley start-up 
that developed a patented product for the treat- 
ment of vertebrae compression fractures. In 
2007, Kyphon was acquired by Medtronic, à 
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global leader in medical technology. The de- 
vice developed by Consure is being tested at 
New Delhi's All India Institute of Medical 
Sciences (АПМ) and is expected to be ready for 
commercial sales by the third quarter of 201 3. 

Chasmawala is not the only entrepreneur 


to foray into medical devices. A number of 


other trained professionals, who have worked 
with global leaders in medical devices — such 
as Johnson & Johnson, GE Healthcare, Philips 
and Siemens — are setting up their own ven- 
tures with novel, low-cost products suited for 


Indian conditions. "This is a talented mix of 


engineers and doctors who have global experi- 
ence," says Rajesh Rai, CEO of India Innovation 
Fund, a venture capital fund which has in- 
vested in Consure along with Indian Angel 
Network. About 15 business plans related to 
medical devices have landed on Rai's desk 
lately. Bangalore-based start-ups Remidio, 
which has developed a low-cost ophthalmol- 
ogy device, and Jana Care, which uses mobile 
phones to manage diabetes, also had compel- 
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Orthopaedic, 


Prosthetic Goods 


Hemanshu Jain (top) 
and Shreekant Pawar, 


founders of Diabeto, 
with their product 
which monitors sugar 
levels of diabetics 
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“India has 

61 million diabetes 
patients, but less 
than 10 per cent of 
them are diagnosed. 
We thus see a bigger 
market in the US 


and Europe" 


ling business models, says 

A study by consulting | 
and industry body FIC 
pegged the size of India's 
vices market at $4 billion 
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its affordability and wid 
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and allordable devices have been in- 
vented and over 20 patents filed,” 
says Balram Bhargava, Executive 
Director of the programme and 
Professor of Cardiology at AIIMS. 
Bhargava earlier worked with 
Stanford's Paul G. Yock, inventor of 
the ultrasound machine. 

The Mumbai-based Forus Health 
is another government-supported 
venture. K. Chandrasekhar and Dr 
Shyam Vasudeva Rao, colleagues at 
the Philips Innovation Centre until 
January 2010, quit their jobs to set 
up Forus. The start-up has developed 
Мега, a low-cost and portable 
ophthalmology device which can 
detect all eve problems ranging Irom 
glaucoma, diabetic retina and cata- 
ract. 3Nethra was chosen by the 
Department of Science and 
Technology as a top innovation and 
its functioning demonstrated to US 
Secretary of State Hillary Clinton on 
her visit to India two months ago. 

Мега can make a big impact in 
a country which has 12 million blind 
people, the highest in the world. but 
onlv 18,000 ophthalmologists. 
"What is important is that in 80 per 
cent of the cases, early detection could 
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of Indias demand . 
for medical devices 15 
met by imports 


have prevented blindness with a few 
eye drops or with change in lifestyle." 
savs Shyam Vasudeva Rao, Chief 
Technology Officer of Forus Health. 
which has installed 3Nethra in over 
50 hospitals across the country. 

The focus on low-cost, high-qual- 
itv products built for the Indian mar- 
ket is attracting investors to medical 
device ventures. Forus received $5 
million in funding from venture 
capital firms — IDG Ventures, and 
Accel Partners — in April this year. 

Mumbai-based Biosense, which 
has developed a device to detect anae- 
mia without a blood sample. has 
raised funding from investor group 


Global Super Angels. The device, 
TouchHb. when placed around the 
fingers can help detect anaemia. Still 
undergoing clinical trials at a few 
hospitals in Mumbai. TouchHb has 
drawn investors who see its scalabil- 
itv potential. "It can even be used as 
a public health tool by government 
health centres or as a consumer 
health product just like a thermom- 
eter," saysAbhishekSen,Chief Techn- 
ology Officer, Biosense, who hopes to 
sell two million devices in India. 

These indigenous devices have 
great potential in advanced markets 
as well, given the rising health care 
costs globally, say investor groups. 
Ranjith Menon, Vice President of IDG 
Ventures, cites the example of one of 
his portfolio companies, Perfint 
Healthcare, which has installed more 
than 100 of its cancer detection 
product PIGA CT globally. 

Consider the example of yet one 
more Mumbai-based start-up, 
Diabeto, which has developed a de- 
vice for easily monitoring and man- 
aging blood sugar levels in diabetics, 
A bluetooth-powered hardware de- 
vice, it enables the transfer of glucose 


readings from the glucometer into an 
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“In Silicon Valley, there/arê 
over 18 to 20 venture capitalists in 
the medical devices space. There 
are none in India with such focus” 
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Android device. The readings can 
then be analysed easily with the help 
ofan Android application. However, 
co-founder Shreekant Pawar sees a 
bigger market in other countries for 
the low-cost product, which will be 
retailed at 12,500 to 13,500. “India 
has 61 million diabetes patients, 
second only to China, but less than 
10 per cent of them are diagnosed 
and hence use glucometers. We 
sense a bigger market in the US and 
European countries," he says. 


Teething Problems 

Despite the potential, most medical 
device ventures have to battle con- 
siderable odds. "Taking the device 
from the idea stage to the patient 
may take seven years or more,” says 
AIIMS's Bhargava. It means big in- 
vestments in research, product devel- 
opment, clinical trials, in manufac- 
turing and distribution channels. 
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Estimated Size of the Global 
Medical Devices Market 
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Shyam Vasudeva 
Rao (standing) and 
K. Chandrasekhar, 

founders of Forus 

Health, with their 

product 3Nethra, 

which detects 
eye problems 





Start-ups cannot match the re- 
sources of global corporations such 
as GE Healthcare. GE's John F. Welch 
Technology Centre at Bangalore has 
1,500 people focused on health care 
alone. “Over 30 per cent of the an- 
nual revenue of health-care giants 
comes from new products,” says 
Sandeep Sinha, Director, Healthcare 
& Life Sciences Practice, Frost & 
Sullivan, a consultancy firm. 

Clearly, manufacturing for the 
mass market needs deep pockets. 
Most entrepreneurs still find it difi- 
cult to source funds despite the grow- 
ing interest of venture funds and 
angel networks. “While in Silicon 
Valley, there are over 18 to 20 active 
venture capitalists in the medical 
devices space alone, there are none 
in India with such focus,” says 
Consure's Chasmawala. 

While global corporations gener- 
ally have their own manufacturing 
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facilities, small companies largely 
rely on contract manufacturers. 
“Due to constraints in setting up 
manufacturing capacities, most of 
them end up selling off the technol- 
ogy to a larger company or licensing 
it and earning royalty on the sales,” 
says Gautam Khanna, Chairman of 
FICC] Medical Devices Forum and 
Executive Director of 3M Healthcare 
India. “Larger companies may either 
commercialise them or kill the prod- 
uct, if it is more advanced than their 
own product line in which they have 
invested heavily,” says Sinha. 

The absence of a proper regula- 
tory body for medical devices in India 
is also an obstacle for indigenous 
companies which have to seek certi- 
fications abroad even for Indian op- 
erations. Most go for the Control 
Europe certification, a licence for sell- 
ing in European markets. Others go 
to US Food and Drug Administration 
for approval. Still, the Drugs 
Controller General of India has be- 
gun working on devising standards 
to provide certification. And given 
the inventiveness and tenacity these 
entrepreneurs have already shown, 
the remaining hurdles, too, are likely 
to be overcome. € 


Send your comments to editor.bt@intoday.com 
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iageo, 
t he 
world's 
largest 
spirits company and one 
of the major beer and 

wine producers, has a pow- 
erful portfolio of brands and 
strong distribution networks 

in many developed markets. By 
2004, however. many of these 
mature markets were becoming 

saturated. Emerging markets, on 
the other hand, were growing 
quickly, and the company saw an 
opportunity in them. 

But there were also difficult ques- 
tions: which market should it target? 
What were the needs of customers in 
that market? And how could it deliver 
the right value proposition to those 
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EXECUTIVE SUM 
When spirits maker Diageo f: 
slowing g growth in develope 
economies, it started expanding її 
emerging markets. It sniffe E 
opportunity at the bottom of the 
pyramid in Kenya. Poor people ir this 
East African nation could not afford 
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expensive branded beer and drank illicit. 


homemade products instead, despite the 
health risks. This study looks at how Diage 





developed a safe, cheap beer to win over tk is 





price-sensitive market. 


By KATRIN WILEWSKA, CORY OLIVER, BRENDA HERRERA 


customers, knowing full well that 
tackling an emerging market would 
present challenges that differed 
greatiy from those it faced in the de- 
veloped world? 

Africa provided an attractive tar- 
get. [ts population had been growing 
at more than two per cent per vear, 
and it had an average age of 19.7 
years, The middle class was well over 
250 million people in 2000, and the 
number was increasing rapidly. But 
the continent also presented its fair 
share of challenges. Many existing 
products were too expensive for the 
African middle class. Others, devel- 
oped for western markets, did not 
address the specific needs of the 
African population. 

The challenge for Diageo was to 
produce commercial alcoholic bever- 


AND ANKEET BAJAJ 


ages that profitably met iocal needs 
To achieve its targeted growth. the 
company needed to innovate across 
its entire value network, New 
ucts, manufacturing setups and dis- 
tribution systems, tailored to the 
specific commercial needs and op- 
portunities of the region, woul! have 
to be created. 

Diageo first had to decide whom 


hoped 
pH TH 


it would serve to achieve th at growth. 
The company was producing and 





selling a beer called Tusker in Kenya 
at the time through an equal pariner- 
ship with a local company. East 
Alrica Breweries Ltd (BABLI, Tusker 
and its rivals were sold at prices well 
out of the reach of most Kenvans. 
This left a strategic segment under- 
served: those who drank hut for 
whom branded beer was too expen- 
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"Even the best 
strategies can 
be copied. 

But excellent 
execution is 
the gem of any 
company " 


ANNE GRO GULLA 
Vice President, Group 
Branding, Telenor Group 
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SENATOR KEG'S SUCCESS IS 


HARD TO COPY 


t first glance, | wonder if the 

Kenyan low-end beer market with 
its limited average income and 
complicated distribution model 
appeared attractive to the Diageo top 
management. 

This case, however, demonstrates 
how understanding customer needs and 
delivering on these throughout the 
value chain created a roaring success. 
But it took guts, determination and 
maybe even humility from the 
company. Instead of copying business 
models from developed markets, 
Diageo re-invented its entire value 
chain. The Senator Keg distribution 
system, the training of the staff of the 
retail outlets on how to wash glasses to 
secure intended product quality are 
examples of the company’s true 
differentiators. 

Senator Keg also answered an 
unmet need: a Safe, affordable beer to 
lure users away from illicit brews. | 
guess it is unusual to get tax benefits 














from the government based on health 
benefits of alcohol. 

The promotional activities also were 
fuelled by consumer insights. Senator 
Keg drinkers were actively participating 
in the brand experience by deciding on 
label design and enjoying live shows 
arranged by the brand. If you get in the 
heart of your customers, you build a 
reservoir of trust and liking. This leads 
to brand preference, sales, and the 
likelihood of being forgiven in the case 
of a breakdown or occasional failures. 

Even the best strategies can be 
copied. But excellent execution is the 
gem of any company. 

There is every reason to believe in 
the future success of Senator Keg. The 
target group is part of a growing 
economy; the brand is aspirational and 
close to the consumers. But Diageo 
must never stop investigating customer 
needs and must adapt its value chain 
accordingly. 

Real insight drives business results. 





sive. The poor consumed homemade 
brews sold illegally. These illicit prod- 
ucts were often contaminated with 
methanol, fertilisers or battery acid, 
and caused blindness and even death. 

This presented a big opportunity 
for Diageo. Providing a safe, ultra 
low-cost beer to compete with illegal 
supplies could play a crucial role in 
both resolving alcohol-related health 
problems and in achieving the tar- 
geted growth for Diageo. The com- 
pany created a new product — a beer 
called Senator Keg — to tap the ap- 
proximately 60 per cent of consum- 
ers who drank only illegal alcohol. 
Senator Keg offered potential con- 
sumers not only a safe drink but also 
a stepping-stone to a new, aspira- 
tional drinking experience. 

Diageo had to rethink its entire 
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value chain. It would have been im- 
possible to produce beer at a profit 
using the company’s traditional 
sourcing, manufacturing, marketing, 
and distribution mechanisms. So, 
virtually every part of the network 
was redesigned to reduce cost. 

First, Diageo engineered its 
sourcing and manufacturing opera- 
tions to significantly reduce the cost 
of producing Senator Keg beer. Most 
beers are produced from two primary 
ingredients — barley and hops - 
which are combined with yeast and 
water to induce fermentation, The 
company chose to source barley from 
local growers and to produce the 
beer at its subsidiary, EABL. This took 
advantage of low labour costs in 
Africa while minimising transporta- 
tion and other expenses associated 
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“Senator Keg 
is an excellent 
example 

of an MNC 
innovating for 
the bottom of 
the pyramid" 


NIRMALYA KUMAR, 
Professor of Marketing and 
Director of Aditya Birla 
India Centre at London 
Business School 


EN E310) Diageo 





RE-IMAGINE THE ENTIRE 
VALUE NETWORK 


y friend, the late C.K. Prahalad, was 

responsible for introducing the 
concept of the bottom of the pyramid 
(BOP) in boardrooms of leading global 
companies. Inspired by Hindustan 
Unilever, he saw a huge opportunity to 
re-imagine products from multinational 
corporations (MNCs) for people who 
needed, but could not afford, them. 
Since his demise, Vijay Govindarajan 
(with Reverse Innovation) and | (with 
India Inside) have been working within 
this tradition of strategy research. We 
have become advocates of looking at 
emerging economies not just as markets 
but also as sources of innovation. 

Senator Keg is an excellent example 

of an MNC innovating for the BOP. 
Providing a safe replacement for the 
home brew required not only developing 
a new product, but an entirely new 
delivery concept. The best BOP 





examples re-imagine the entire value 
network, not simply the products. More 
interestingly, Diageo convinced 
important stakeholders of the benefits, 
which led to a tax waiver on excise 
duties. The Kenyan government was not 
collecting anything from the home 
brews. By converting these transactions 
into the accounted commercial sector, 
there will be enough opportunities later 
to consider imposing a small duty. 

Often companies are hesitant to 
introduce lower-priced products because 
of the fear of cannibalisation. What 
makes Senator Keg so interesting is that 
Diageo positioned it to an entirely new 
segment. However, for Diageo, Senator 
Keg will be a truly resounding success 
only if this idea can be taken from Kenya 
to other markets. Income-constrained 
aspirational consumers exist in large 
parts of the world, if not everywhere. 





with sourcing from afar. More inter- 
estingly, the company developed a 
process to make beer without the 
costly and difficult-to-source hops. 
This drastically reduced the beer's 
production cost. The pioneering 
process of brewing a lager from only 
barley was the world's first, and rec- 
ognised internationally. 

Diageo also needed to distribute 
the product cheaply while keeping it 
safe. The lack of a formal distribution 
infrastructure — and even formal re- 
tail outlets — forced Diageo to use 
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The company developed a 
process to make beer 
without the costly and 
difficult-to-source hops 


Kenya's ‘shadow economy’ to distrib- 
ute its product. Diageo provided its 
product to a few dozen distributors, 


who then distributed it to the tens of 


thousands ofsmall bars and roadside 
establishments that make up the 
drinking scene for some of the coun- 
trv's poorest citizens. 

The company announced a for- 
malisation process to enable licensing 
of outlets that previously sold illegal 
alcohol. making them exclusive 
Senator Keg outlets. Diageo then 
trained the staff of its retail outlets — 





free of charge — how to rotate kegs 
and wash glasses to maintain fresh- 
ness and flavour, how to serve and 
even how to deal with customers 
who had had too much. This ensured 
that customers got high-quality beer 
in hygienic conditions at outlets and 
prices accessible to them. By using a 
two-level distribution system, which 
involved selling to one tier (the dis- 
tributors) but educating the second 
tier (the retail outlets) to maintain 
product quality and safety, Diageo 
was able to get its product delivered 
cheaply to a broad market while 
maintaining control over the cus- 
tomer experience. 

Finally. Diageo needed to find a 
way to minimise the cost of packag- 
ing. Most beers were served in bot- 
tles, which added appreciable cost to 
a product that was intended to sell for 
around 10 pence (about six rupees) 
per serving. A significantly cheaper 
approach would involve packaging 
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the beer in kegs to eliminate the ex- 
pense associated with single-serving 
containers. Diageo also distributed a 
specially-designed hand pump and 
plastic hardware along with the kegs 
to cirrumvent the need for expensive 
beer dispensing hardware. 

Market research done in 2003 by 
Diageo showed the optimal pricing 
for Senator Keg needed to be between 
20 and 30 Kenyan shillings (113 to 
118) a glass ( 300 ml). When finally 
introduced, at 15 to 20 shillings a 
glass (around 39 to 11 3) Senator cost 
a fifth the price of Diageo's main- 
stream beer, Tusker, and was only 
slightly more expensive than illegal 
alcohol. By pricing Senator Keg at 
this level, Diageo offered consumers a 
product that was safe, and yet com- 
petitive with homemade spirits. 

Diageo made other significant 
efforts to reduce the price. It put for- 
ward a proposal to the Kenyan gov- 
ernment to reduce taxes on Senator 
Keg to decrease its price and attract 
budget drinkers away from illicit 
brews. The government reduced ex- 
cise duty on Senator Keg, and later 
was so happy with the health benefits 
that it waived the tax altogether. 








Senator costs a 
fifth of the price of 
Diageo's Tusker 
beer and is only a 
bit more costly 
than illegall 
brewed alcohol 


No expensive billboards were 
used to launch the product. Instead, 
live shows were held in informal set- 
tlements to dispel any misconceptions 
about the product and recognise the 
importance of this market segment. 
There was also substantial focus on 


BEST OF THE LOT 


BT receives many responses to its case studies. Below is the best one on Havaianas (September 2, 2012). 





tions as they move from country to country selling their products. They feel that the strategy which succeeded on 
home turf can be replicated in most other countries, but sadly this is not so. Communication problems, faulty 
promotional methods, racial, national and religious sentiments, and the difficulty of reading correctly the market 
forces at play are key challenges that companies need to overcome and plan accordingly. 


Tuli wins a copy of India Inside by Nirmalya Kumar and Phanish Puranam 


point-of-purchase advertising. 
Innovative and functional offers 
highly relevant to the target con- 
sumer, like solar-powered mobile 
chargers, were used for promotion. 

Senator Keg has proved an enor- 
mous success by any measure, Since 
its launch, the brand has gained 40 
per cent of the Kenyan beer market, 
and EABL dominates the country with 
a 97 per cent share. More broadly, 
emerging markets now contribute 
nearly 40 per cent of Diageo's net 
sales (£10.76 billion in 2012), up 
from 20 per cent in 2005. Africa 
alone contributes 14 per cent of 
Diageo's revenue. The company ex- 
pects emerging markets to make up 
half of its net sales by 2015. ® 

(This case study is from the Aditya 
Birla India Centre of London Business 
School. ) 

What lessons do we learn from 
Diageo's success in Kenya? Write to us 
at btcasestudies(@intoday.com or post 
your comments at www.businesstoday. 
in/casestudy-diageo. Your views will be 
published in our online edition. The best 
comment will win a copy of the book 
‘India Inside’. Previous case studies are 
at www.businesstoday.in/casestud. 


Vikram Tuli, student at Great Lakes Institute of Management, Chennai, wrote: 


The success story of Havaianas post-1990 teaches us that, apart from the effort and 
money which companies put into marketing and branding, they should also focus on 
the aesthetics of their products in relation to the culture prevailing in the target 
country. Examining the needs of people at the base of the socio- 
economic pyramid, fostering product innovation, and shifting tradi- 
tional strategies to address the unique characteristics of emerging 
markets are essential to addressing demand in new markets. 
Multinational companies sometimes fail to read the cultural founda- 
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he world's largest on- 

line music store, 

iTunes, is yet to open 

shop in India, but that is 

not stopping 700 million- 
odd active mobile users here from enjoy- 
ing music on their phones. Thanks to the 
Nokia Music Store and a host of apps and 
web radio services, mobile music is spur- 
ring the growth of digital music in the 
country. Access to online music is an 
important feature in entry- and mid-level 
phones, and is becoming a major reve- 
nue stream for music companies. 

Adarsh Gupta, Music Business Head, 
Saregama, says the mobile music busi- 
ness could be worth around 3400 crore 
for content owners like his company. 
"This number is likely to increase in a 
big way soon," he says. "About 30 
per cent of Saregama's revenue 
comes from mobile downloads 
through channels like caller tunes, 
mobile radio and WAP." According to 
KPMG's March 2012 report on the 
Indian media and entertainment indus- 
try Report, digital music consumption 
grew 24 per cent in the preceding 12 
months, and about 90 per cent of that 
growth was from the mobile platform. 

While smartphone users seem 
more hooked to social networking, 
owners of the less fancy feature 
phones — many in Tier 3 and Tier 4 
cities — favour music, listening as they 
commute, work or just relax. Nokia. 
which has been facing the music as far 
as smartphones are concerned, still holds 
some clout in the market for phones cost- 
ing below 15.000. And that may be 
thanks to its music store and phones that 
have access to it. 

"With over 4.5 million tracks. the 
Nokia Music Store is the country's 
largest online repository of music, and 
caters to consumers across the length 


STORE CASHES IN 


launched in 2010, is free for a 
limited period with most new 


Series 40, Symbian and Windows 


а 


subscription costs at least 


download more than 10 songs 


Asha 200 phone accounts 
downloads from the company's 


THE BIGGEST 


Access to Nokia Music, 


Nokia phones that run 


operating systems 


After the free period, the 
1113 per month 
Indian consumers 


a second from the store 


The 4,050 Nokia 
for 38 per cent of music 


India store 


Aircel, Airtel, 
Reliance, Tata Docomo 
and Vodafone all offered 
100 MB data free 
for six months on the Nokia 
Asha 202, priced at 33,845 













and breadth of the country," say ral 
Oza, Director-Marketing, Nokia India 
With over a million downloads daily 
Nokia Music's popularity 
gauged by the fact that some albums 
are launched on the store before 
other platforms. For instance 
Priyanka Chopra's debut single. "In 
My City", was launched exclusiveh 
on the Nokia Music Store and has 
been at the top of the charts since 


Can also be 


and Telugu blockbuster “Life is 
Beautiful” was downloaded more than 
35,000 times within four days of its 
release. Incidentally, in 201 1. Nokia 


Music stopped services in 27 countries 
due to lack of interest. But India seems to 
be a different story altogether 

Devraj Sanyal, Managing Director at 
Universal Music India and SAARC, says 
there are two reasons for the growth ol 
mobile music, “Consumers prefer con 
suming music in digital formats as its 
virtual form doesn't necessitate carm 
ing a physical CD,” he says 
digital formats allow users to create 
their own playlists from 
bums and that makes the digital propo 
sition very compelling for the consumer. 
In India's piracy-led music ecosystem. 
this is the best and safest play for u 

Nokia has tied up with a range ol 
music companies and labels in what it 
calls a "mutually beneficial" partne: 
ship. "While they enable us to take thi 
latest music to our consumers, on th« 
other hand our partners recei 
chance to market their songs T 
largest mobile music enabled audience 
in the world,” says Oza. 

This opportunity is not lost to the 
music companies. Universal Mu 
Sanyal says his company 
rectly with all telecom companies in 
India, and has commercial ag 
ments with them. “With new regula 
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tions being implemented, telcos are 
looking at introducing pull-based 
innovative music services and we are 
one of the few labels who have 
launched such services.” 

The proliferation of cheap mobiles 
is opening up new avenues for artists. 
“Mobile and other online platforms 
open us up to fans who might not 
have been able to attend our shows 
or buy our CDs,” says Rajarshi 
Sanyal, lead guitarist of the Delhi 
band Faridkot, whose album Ek has 
been on Nokia Music since 2010. 








$Ш smartphone, The robust app en- 
vironment on Android and iOS 
phones brings music to other users in 
a big way. “Applications and value- 
added services open up a plethora of 
options for music,” says Annie 
Mathew, Head of Alliances, Research 
In Motion, India. “They become a 
means to earn revenue and reach out 
to consumers for music labels who 
work to promote anti-piracy.” She 
adds that this trend is likely to keep 
growing, and that the app platform is 
likely to “grow exponentially”, 


THE DIGITAL LISTENING CULTURE 


on average, around 70 per cent о! 
total music revenues and 50 per cent 
of downloads come from mobile 
phones and streaming. "When il 
comes to mobiles, movie music con 
stitutes the majority of downloads in 
India," says Bhandari. “Bollywood 
contributes the most, followed by 
Tamil and Telugu. When we trie 
promoting international music ri 
cently, we got a good response not 
only from regions such as Mumbai 
the Northeast and Bangalore, but 
also from completely unexpected re 


| 


m. 


2 О» 


listeners would 
like to listen to music 
40 every minute 
% of the day. 
of entertainment 
spends go towards 


music 


The average 


On average, young 
Indians spend one 
month of every year 
listening to music 


listener's collection 


1400 songs 


Abhishek Mathur, lead guitarist 
of Advaita, says mobile music is the 
future of the listening culture. But, he 
adds, the model for independent mu- 
sic is still nascent in terms of market- 
ing and reach. “Advaita has had 
mixed results by being associated 
with Nokia Music, Our first album did 
well, and EMI showed us good figures 
for track and album sales through the 
portal. The second album, however, 
is just picking up steam.” 

Nokia's major competitor, 
Samsung, has its Music Hub, but ac- 
cess is limited to users of its Galaxy 


Apps such as Hungama and 
Dhingana are popular, as they allow 
users to listen to online radio or songs 
of their choice for free. However, only 
the Android app from Flyte, Flipkart's 
digital music store, lets vou buy and 
download music directly to your 
phone. Apps such as Shazam and 
Aweditorium, too, have in-app pur- 
chase models, but they are not very 
popular in India. 


Naveen Bhandari, Director of 


Techzone, one of the largest players 
in value-added services with a pres- 
ence in over 30 countries, says that 


November 


respondents prefer 
listening to music 





gions such as Bihar and Kerala.’ 

Bhandari says this category could 
see major changes in the future. as 
the focus shifts from individual down 
loads to an “online mobile store 
based model” and the availability о! 
products across platforms for a more 
wholesome consumer experienc 

So the future of mobile musik 
seems bright. "Music is life to peop) 
says Saregama s Gupta. “And down 
loading it on the phone is the easiest 
way to get music on the move.” Ф 
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round two decades ago, the buzz in the world of 


personal technology was "convergence". 
Everyone speculated about the byte being re- 


purposed for disparate functions in a single device. Of 


course, that was the era when we had a chunky compu- 
ter sitting on our desks, a voice-only mobile phone at 
hand and an Internet modem beeping laboriously from 
somewhere amid the rubbish on the work table. 

Today. more Indians own a mobile phone than have 
a toilet at home, and this statistic is probably due to the 
cell phone being the most useful and most accessible 
“converged” device. With a mobile phone 
around, you do not need a separate 
computer and Internet modem — or a 
landline phone, navigator, media 
player, document reader, camera, 
audio/video recorder, photo editor. 
Add to these the tasks the phone 
can do with the help of downloaded 
apps, and you know you have 
something in your hands that 
outdoes the Swiss Army knife in 
its versatility. With a mobile 
phone you can easily sync 
your work imperatives — 
calendar, contacts, docu- 
ments and the like. Why, 
a union minister even 
writes poetry on his phone. 

With phone use prolifer- 
ating — it has to be without 
doubt the most bountiful har- 
vest of the opening up of the Indian economy in 
the early 1990s — it is a challenge for mobile makers to 
keep up with the needs of a vast clientele. Indeed, service 


operators are even contemplating the introduction of 


| 2-digit phone numbers with the current protocols fac- 
ing pressure from a bloating user base. The services too 
are being rejigged. We began with technology that al- 
lowed painfully slow WAP (wireless application protocol) 
access to the Net. With GPRS (general packet radio serv- 
ice) and EDGE (enhanced data rates for global evolution) 
technologies, the phone began to take on more muscle 
as a converged device. Then 3G came, and though this 
technology still has not matured to its full potential, there 
is already talk of LTE (Long Term Evolution) or 4G, with 
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That Syncing Feeling 


From smartphones to 'phablets', it is all a story of digital concurrence 


exploratory 4G bunches in a couple of cities. 

Phones that meet the consumers' manifold expecta- 
tions are certain to flourish. Take the iPhone and the 
Android phones. Their success has inspired other com- 
panies to bridge the gap between the mobile computer 
(the tablet) and the phone with a new species that is be- 
ing called the 'phablet'. This device has the capabilities of 
a tablet in a form that is closer to a phone. Samsung's 
Galaxy Note proved a runaway success and LG has now 
unveiled its Optimus Vu. Even Apple's iPad Mini veers in 
this direction. Microsoft has designed its new operating 

system, Windows 8, for compatibility with both 
computers and tablets. One would 

think Windows Phone 8. its 
mobile version, will work won- 
derfully on a phablet. 
Needless to say, phones 
that are not in sync with 
the times are literally sink- 
ing. the prime examples 
being the once-loved 
Research in Motion's (RIM) 
BlackBerry and Nokia. 
Today's phone is a sprightly 
creature that acquires instant 
powers by downloading apps. 
To RIM's chagrin. many gov- 
ernment agencies in the US 
have curtailed their contracts 
for BlackBerry phones and have 
instead turned to the now more 
secure iPhone and the Androids. 
The BlackBerry has become, as a story in The New York 
Times noted recently, an embarrassment in boardrooms. 

Of course. with the spread of the mobile phone - the 
Telecom Regulatory Authority of India puts the figure 
of subscribers in the country at 94 3.5 million — there will 
always be unwanted hassles associated with its use. Not 
the least of these is what are quaintly called ‘pesky’ SMS 
ads. How do I deal with these now that the regulator's 
grand plan of corralling them has failed so spectacularly: 
An app. of course. I have downloaded smsBlocker, devel- 
oped by Pune's Optinno Mobitech. It does a handsome 
job of gatekeeping what should gain entry to my SMS 
folder. Ф 

The writer is Executive Editor, Gadgets & Gizmos 
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Freedom from Wage Slavery 


Lessons from ordinary individuals on how to start and run a successful micro-enterprise 





Fire Your Boss, Do What 
You Love And Work 
Better To Live More 

By Chris Guillebeau 
Macmillan 
Pages: 285; Price: £12.99 


et me admit the bias I began with. 

I thought I had read too many of 

these ‘pursue-your-dreams-and- 
get-rich' books to take any more of them 
seriously. Indeed, it took me a while to 
actually bring myself to turn the first 
page of The $100 Startup. But guess 
what? The book had me hooked within 
the first few pages. 

So what makes it different? Most au- 
thors of similar books talk only of their 
own experiences, and the lessons to be 
drawn from them, telling readers how 
they too can follow a similar model for 
success. But this book combines the au- 
thor's experiences with 50 other case 
studies as well of people who succeeded 
in starting micro-businesses. 

Using these studies, Chris Guillebeau 
sets forth a blueprint to help readers start 
and run their own small businesses. How 
were the 50 found? Guillebeau first car- 
ried out an online survey of micro-entre- 
preneurs. Of those who responded, he 
initially chose 1,500 who satisfied at 
least four of six criteria: they had a ‘fol- 
low-your-passion’ business model, low 
start-up costs (less than $100), at least 
$50,000 in net annual income from the 
business, no special skills, they employed 
fewer than five workers, and provided full 
financial disclosure. He selected the final 
50 out of those 1,500. 

So think about it: these are 50 people 
who run successful businesses without 
having got huge start-up capital, without 
any special skills, who had no complex 
business plan when they began and have 
hardly any employees. Guillebeau does a 
good job of distilling the lessons from 
these cases, and putting out guidelines 


for readers to follow. 

The book is divided into three broad 
sections. The first, Unexpected 
Entrepreneurs, gives examples of people 
who turned entrepreneurs by accident. 
The big lesson here: not everything you 
are passionate about or skilled at is neces 
sarily interesting to the rest of the world: 
not everything is marketable." To suc- 
ceed, you need to find meeting points 
between your own passion and what 
others find useful. 

Section two — Taking it to the Streets 
— starts by teaching how to write a one- 
page business plan, no bigger. In fact, її 
even advocates not planning at all in the 
initial stages. Most case studies in the 
book show little evidence of planning ~ 
just think of a ‘marketable’ idea and get 
going. it suggests. "Don't think innova- 
tion, think usefulness,” says Guillebeau, 
The section also teaches how to make 
‘killer’ offers, how to launch a product 
right, how to promote it and raise funds. 

The final section — Leverage and Next 
Steps – 15 more complex teaching how to 
handle increasing traffic and a growing 
customer base, how to decide average 
sales price, how to increase reach by 
franchising yourself. and how to scale 
up. but only to the extent you want to. 

This is not a book vou need read 
cover-to-cover. Nor is it one you can 
forget about once you have stared your 
business successfully. It should be kept at 
your side for reference even as the busi- 
ness takes off and grows. 

The most difficult part? Thinking up 
that darned ‘marketable’ idea in the first 
place. Ah, there's the nub. Ф 

ALOKESH BHATTACHARYYA 
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Building on the success of the last three editions, Business Today and 
YES BANK are proud to present the 4th Business Today SME Survey & 
Awards 2012. These annual, survey-based awards promote and salute 
the spirit of entrepreneurship on a national platform. Over 280,000 
entries received last year are testimony to the trust, transparency and 
credibility that form the pillars of these awards. 


Be a part of these prestigious awards and get 
recognised amongst the leading SMEs in India. 
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Staffing firms prosper as а slowing economy increases corporate need for temporary hands 





say K.R. Balasubramanyam and Manasi Mithel 


jit Isaac, CEO of Bangalore- 

based human resource serv- 

ices firm, Ikya Human 
Capital Solutions, has just finalised 
plans to open an office in Tinsukia. 
It will provide temporary workers — 
or temps as they are called in the 
industry — to companies running 
power, telecom and other infrastruc- 
ture projects in the region. Where is 
Tinsukia? It is a small business hub 


in Upper Assam, around 130 km 
from the Indo-Myanmar border. 
That even Tinsukia needs temps is a 
measure of their growing ubiquity in 
recent years. In the five years since 
it began, Ikya has opened 24 offices, 
but is hurriedly adding another 
eight by March 2013. "We are en- 
tering Tier III towns and expanding 
further in the metros,” says Isaac. 
The demand for temps had been 


rising lor some time, but lat: 
has been a spike. “In th 
months of this financia 
hired as many people as 
the first six months of | 
says Guruprasad Srinivas: 
staffing at Ikya. Compan 
employ temps in large 
‘We pli 


crease our hiring from 


confirm the trend 


party vendors by 30 ре! 


ПУЧ careers 


ON THE RISE 


Temporary workers 
hired by staffing 
companies 

И TeamLease 

Ш куа Human Capital 

Ш Manpower 


vear," says Sarthak Raychaudhuri, 
head of human resources at Madura 
Fashion & Lifestyle. The apparel 
chain is adding to its stores: much of 
the stalT at these will be temps. 
Some believe the uncertainty in 
the economy has contributed to the 
erowing reliance on temps. "When 
the economy takes a dip. temporary 
hiring goes ир,” says Rituparna 
Chakraborty, Co-founder and 
Senior Vice President at the HR firm, 
TeamLease. Reducing or freezing 
the hiring of permanent employees 
and making do with temps helps 
companies cut their fixed costs. 
“This is especially true of service 
sector companies whose expendi- 
ture on manpower, as a proportion 
of total revenue, is often three times 


“We plan 
to increase 
hiring from 

our third party 
vendors by 30 
per cent this 


year" 


Sarthak Raychaudhuri, 
Head, HR, Madura 
Fashion & Lifestyle 





98 
— NE SIDE = 


as high as that of manufacturing 
companies,” says N.S. Rajan, a part- 
ner at consulting firm Ernst & 
Young. Service sector firms — infor- 
mation technology (IT), retail and 
hospitality, among others — are in- 
deed the biggest emplovers of temps. 

Keeping down administrative 
costs, remaining flexible and above 
all, retaining the capacity to respond 
quickly to volatile demand are the 
three major reasons why companies 
hire temps, according to à survey 
this vear by the industry association, 
the Indian Stafling Federation (ISF). 
But there are other reasons too. 
Some hold the high attrition rate at 
companies responsible — firms are 
reluctant to invest in hiring and 
training permanent employees, fear- 






pod LESS) 





ing they will soon after be snapped 
up by rivals. They would much 
rather get previously trained tempo- 


rary stall. 

Though contract labour in fac- 
tories has always existed, the prolil- 
eration of white collar temporary 
workers in India is relatively new, 
starting about 15 years ago. 
Currently India has around 1.3 mil- 
lion temps, which puts it — if abso- 
lute numbers are considered - 
among the top five countries using 
such workers, according to a study 
by research firm Indicus Analytics. 
The same study notes, however, 
that as a percentage of the total 
workforce, temps are a mere 0.32 
per cent. Isaac points to the IT in- 
dustrv as an example. "Globally 
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about 20 per cent of the IT industry is temporary staff,” 
he says. “We have a long way to go in India before we 
get there.” (The corresponding figure for the Indian IT 
industry is around 10 per cent.) 

However, the trend is certain to grow. “This is due to 
the increased recognition of the value of temping by 
companies,” says Rajan. A recent Ernst & Young report 
estimates India’s temporary staffing industry currently 
at around 11 7,200 crore, with 1 1,900 crore generated 
by the professional staffing segment. It predicts that, in 
the near future, around two to three per cent of the 
workforce will be temporary. And increasingly, instead 
of recruiting directly, companies are using the services 
of staffing firms like TeamLease, Ikya and Manpower, all 
of which have sprung up in the last decade. 

How do the temps themselves feel about their jobs? 
Kamarasan Elangovan, 26, has been a temp ever since 
he got his engineering degree from a Tamil Nadu institute 
in 2008. He initially joined an IT company in Noida, be- 
fore shifting in April this year to the Hyderabad-based 
Magna Infotech, another staffing firm. He is currently 
posted at the Bangalore office of management consul- 
tancy firm, Accenture. “This job will help me build my 
profile. I got a good raise with it too,” he says. 

Divya Chugh, a Delhi-based administrative assist- 
ant at France Telecom's Orange Business Services, is a 
temp too, but by choice. After five years in permanent 
jobs — three with a television company and two with a 
media house — she took up temporary employment for 
personal reasons. She enjoys the status of being treated 
as an Orange employee, even though her job is tempo- 
rary, but there are concerns too. "I'm not certain about 
job security," she says. 

The social embarrassment associated with tempo- 
rary employment, however, is clearly fading. "About 10 
years ago people would rather sit at home than take up 
a flexi role,” says Chakraborty. “The perception was that 
temp jobs did not require great calibre, If you were doing 
one, it meant you were dumb." If an attitudinal shift has 
taken place, it is because the alternative to temping is 





SVKM's 


SVKM's Narsee Monjee Institute of Management 
Studies (Deemed-to-be University since 2003), a 
path-breaker in professional education, invites letter of 
interest along with detailed CV from competent & 
motivated academicians & industry professionals for 
faculty positions in its VARIOUS SCHOOLS as given 
below. 





e Professor e Associate Professor 


* Assistant Professor * Adjunct faculty 


SCHOOL, CAMPUS & FACULTY SPECIALIZATION. 
GIVEN BELOW 


School of Business Management (SBM) (Mumbai Campus) 





Marketing, HR & OB, Law, Finance, Communication, Business 
Strategy 

Sarla Anil Modi School of Economics (SAMSOE) 

(Mumbai Campus) 

International Relations, Infrastructure, Economics of Environment 
and Sustainable Development, Behavioral Economics. Finance 
and Econometrics 


ESSENTIALS 
PROFESSOR: Ph.D. with 1st Class * Bachelor's or Master's 
Degree in appropriate specialization * 10 yrs of experience in 
teaching, research and/or industry including 5 yrs as Asst 
Prof./Reader. For those from industry: 1s! Class Master's 
Degree in appropriate discipline * Significant professional work 
as equivalent to Ph.D. * 10 yrs of Professional experience 
including 5 yrs equivalent to Asst Prof 


ASSOCIATE PROFESSOR: Other details same as Professor 
given above except experience of 8 yrs as lecturer or equivalent 


ASSISTANT PROFESSOR: 1st Class Masters Degree in 
appropriate discipline with 3 years of experience 


ADJUNCT FACULTY: Part-time at all above positions as per their 
details 
Salary will not be a constraint for the right candidate 
Accommodation would be provided 


outstation candidates 





Interested candidates may apply within 15 days 
For complete details, visit 'Careers' at www.nmims.edu 


Email: hr@svkm.ac.in 
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“Globally about 
20 per cent of 
the IT industry is 
temporary staff. 
We have a long 
way to go before 


we get there" 


Ajit Isaac, CEO 
Ikya Human Capital 
Solutions 
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“It is these temping jobs that are POTENTIAL € formance, for instance." But ot 
keeping unemployment in check, The temporary follow different policies. "The ben 
and making thousands of youth recruitment market fits we get are not the same as thi 
socially respectable," says an indus- is expected to grow enjoyed by permanent w 

try veteran, who prefers not to be from 7167 billion says Chugh. 

quoted. "Temps also get opportuni- in FYTI to 7400 336 Not surprisingly in 

ties to work in different companies billion in FY16 ét without a social security ni 

on different projects, which gives at a CAGR of 19% permanent employment that п 


them exposure and confidence.” 
However, some worries remain. 
An average stint with a particular Figures in $ bn 282 
company usually lasts no more than Source: Ernst & Young t^ 
15to 18 months, though, given the 
growing demand for temps, dura- 
tions spent ‘between jobs’ are usu- 237 
ally short. Salary and perquisites are 
also a concern. With the staffing 
company getting a 15 to 20 per cent 
commission on the salaries of the 
temps they provide, what the temps 
earn is obviously less than the salary 
of a permanent worker at the same 
level. As for perquisites, some com- 
panies, especially those in the fast 
moving consumer goods, retail and 
IT, make no distinctions. “We pro- 
vide similar benefits to third party 
employees as we do to our employ- 
ees," says Raychaudhuri of Madura 
Fashion. “We do not discriminate 


temps hanker after. The ex 
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but are not seeking job si 
many multinational comi 
looking to establish a prese: 
India use their services. Т! 
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around 54 per cent of tem 
their present occupat 
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© Blive your dream 


ONI ENTERPRISES 


Step Up Placements 

CAE Project/Program Manager 

Location: Chennai 

Job ID: 12403837 

Description: Experience handling multiple 
projects in design of automotive safety 
systems and automotive interiors with 
12 + Years. 


Polaris Software Lab Limited 

CRM - SFDC Delivery Head 

Location: Chennai 

Job ID: 12403135 

Description: Ability to handle large teams 
and should have executed 4-6 large projects 
and programs in SFDC space including few 
in production support areas. 


ONI ENTERPRISES 

Stainless Steel SCRAP Import Manager 
Location: Kolkata 

Job ID: 12314328 

Description: You have more than seven 
years experience of Searching, Negotiating 
and Finalizing vendors for stainless steel 
scrap (Specifically Scrap) from the 
international market. 


Corbus LLC 

Manager / Sr. Manager ( Document 
Controller) 

Location: Noida 

Job ID: 12376337 

Description: A design coordinator is 
responsible for determining the scope of 
projects. 
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Senior Management JODS brought to you by monster.com 


Kelly Services India Private Limited 
SBU Head/ Profit Centre Head 
Location: Hyderabad 

Job ID: 12157714 

Decription: Maintaining availabi 
reliability, maintainability, capability 
effectiveness of all process & ut 
equipments by monitoring and contro 
of electrical and mechanical breakdown 


Thomson Reuters 

Plant Head/ Factory Manager 
Location: Delhi 

Job ID: 12380462 

Description: Leads product develop 


' by coordinating with global resource: 


other key stakeholders. 


Unity Infraprojects Ltd 

Civil Engineer 

Location: Mumbai 

Job ID: 12352352 

Description: Candidate should be a d 
civil engineer with minimum 3 * 
experience. 


Rockwell Collins (India) Enterp: 
Private Limited 

Avionics Customer Service Engineer 
Location: Delhi, Mumbai 

Job ID: 12347248 

Description: Reports design, reliat 
and maintenance problems or bug 
design engineering/software епріпеегі 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box »» And click the "Go" bu 
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CANDIDATE SEARCH sy... caus 


Get Lucky. Get Active with Monster. monst 
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, Amazon Development Centre India IMSI India P Ltd. 
Private Limited C++ Developer 
oncom. Quality Assurance Executive Location: Pune 
таў Location: Hyderabad Job ID: 12106304 
Job ID: 12355437 Description: Full life cycle development о! 
Description: 3-5+ Years industry Internet, Client/Server or Mainframe 
experience testing software. applications. 


Hexaware Technologies Limited 


А mr Oracle India Pvt Ltd 
* i c Programmer Project Leader/ Project Manager 
ocation: Chennai 
, m . Location: Bangalore, Hyderabad 
Hexaware | Job ID: 12157232 SALLE job 1D: 12229000 - = 


Description: Experience working as 
Technical/Techno-Functional PeopleSoft 
consultants in PS HRMS modules. 


Description: Ability to analyze a client's TI 
landscape and create an adoption Roadmap 
for Oracle products and articulate a Win- 
Win solution. 





Mastek Limited UST Global 
Software Engineer/ Programmer Software Engineer/ Programme: 
Ке Location: Mumbai USTGloba Location: Thiruvananthapuram 
Job ID: 12326532 p Trivandrum 
Aastek Description: Should have technical skills Job ID: 12406017 
such as Java Technologies String Core Java Description: 4-10 years of work experience 
Skills, Servlet, JSP, JDBC, Hibernate, in MS .Net platform. 
Spring. 
Yash Technologies Private Limited Amdocs Development 
ASH - Software Engineer/ Programmer Software Engineer/ Programmer 
еа Location: Pune amdocs Location: Gurgaon 
; Job ID: 12181937 — | Tob ID: 11987713 
юп. Engage Empower Description: Must have strong experience Description: Environment support 
in Hibernate, spring, Struts. knowledge to support development/ test 
production. 


) apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box >> And click the "Go" button 


Better Access -© Better Access 
Monster on mobile helps you find candidates 4 Better Connections 


Рэтра anytime, anywhere @ Better Candidates 
ll App Store | 


Get Lucky. Get Active with Monster. monster 


Find Better 
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Nous Infosystems 

Business Development Manager 

Location: Bangalore 

Job ID: 12329300 

Description: The Business Development 
Manager will create, develop, and close new 
business opportunities. 


Tech Mahindra Ltd 

Presales Consultant 

Location: Bangalore 

Job ID: 12402825 

Description: Candidate must have 2-3 years 
experience in Presales, preferably for 
Enterprise Portals & CRM using COTS 
products/bespoke technology solutions. 


Elixir Web Solutions Pvt. Ltd. 

Brand Manager 

Location: Delhi, Gurgaon 

Job ID: 11949169 

Description: Understanding consumer 
needs and market opportunities. 


Omnitech InfoSolutions Ltd 

Key Account Manager 

Location: Bangalore, Mumbai 

Job ID: 12274822 

Description: Should manage a set of pre 
defined customers in 1 or 2 verticals & grow 
business in these accounts across all 
Omnitech Services. 
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TERADATA 


Rorsng Intelligence 


Deloitte. 
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Teradata 

Key Accounts Manager 

Location: Delhi 

Job ID: 12395546 

Decription: Continuously research 
global Government market to be ab 
develop the value propositions for Ter: 
solutions. 


Deloitte Consulting India Pri 
Limited 

Assistant Manager 

Location: Hyderabad 

Job ID: 12400642 

Description: Responsible for suppo 
Australia team with standardized mark 
templates and tools and ongoing ad 
support to aid in developing client-f; 
materials. 


Akshay Software Technologies Ltd 
Sales Executives 

Location: Mumbai 

Job ID: 12308651 

Description: Understand the services 
the company provides in design 
development of networking. 


JSW Steel Limited 

Area/ Territory Sales Manager 
Location: Bangalore, Chennai 

Job ID: 12271868 

Description: Co-ordinate with Terri 


In-charge for Annual & Monthly ! 
Target Planning. 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box >> And click the "Go" but 
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On Facebook 


Better Connections 


Connects people to Brands on 
the Most Active Social Network. 


Http://apps.facebook.com/beknown 


Get Lucky. Get Active with Monster. 
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Jobzebra Cognizant Technology Solutions India 
Senior Internal Auditor Pvt Ltd | 
1 zebra Location: Chennai Senior Finance Analyst 
е Job ID: 12394312 Location: Chennai 
Description: Should have minimum 2 years Cognizant Job ID: 12154897 
exp post CA qualification. Decription: Provide accurate and timely 


periodic financial reports to business unit 
and finance management. 


ABC Consultants Private Limited Qsource Global Consulting Private 
Internal Auditor Limited 

Location: Mumbai, Pune Accountant 

Job ID: 12368514 OSource Location: Bangalore 





Job ID: 12370919 

Description: Investigation of contracts for 
disputes and liaison with internal and 
external teams. 


Description: Consistently deliver quality 
client services and take charge of the project 
area assigned to him/her. 


Suntel Limited Sapient 
уен ынап Senior Associate Internal Audit 
Finance Assistant Location: Gurgaon 
INTEL Location: Mumbai — ob ID: 12357515 
| Job ID: 12249790 Sapient J FOL 


Description: The Interna! Audit 
Department provides independent! 
objective assurance and consulting service: 
designed to add value to and improve the 
organization's operations. 


Description: Responsible of settlement of 
trade's as per Contractual or Actual 
settlement agreements. 


Integreon Managed Solution (India) Ltd Live Connections Placements Private 
GL Accountant r трка Limited 
ntegreon Location: Mumbai 2 Chartered Accountant (CPA) 
Job ID: 12131212 ni Location: Hyderabad 
Description: Maintaining the General CONNECTIONS Job ID: 12222748 
Ledgers of subsidiaries and monthly Description: Handling a team comprising 
preparation & analysis of Financial General ledger, F&A. 
Statements. 


apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs 
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advanced technology, finding the right 
candidate is easy @ Better Candidates 


Get Lucky. Get Active with Monster. monster 
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Sorry Business 


JP President NITIN 

GADKARI, 55, who 

rose rapidly in politics 
is now staring at the possibil- 
ity of an equally rapid down- 
fall. The alleged dubious fund- 
ing of his company, Purti 
Power and Sugar Ltd, has put 
him in a spot. 

There is a mistaken im- 
pression that Gadkari ~ 
whose colourful shirts in par- 
ticular set him apart from the 
typical khadi-clad politician 
— is one more of a growing 
tribe of businessmen who 
have entered politics. In fact, 
it is the other way around — 
he entered business only after his political career 
had taken off. 

Hailing from a middle-class family in Nagpur. 
— the headquarters of the Rashtriya Swayamsevak 
Sangh (RSS) ~ Gadkari plunged into student politics 
while in college. By age 35, he had become general 
secretary in the BJP's Maharashtra unit. He played 
a crucial role in the party's victory in the Nagpur 
Municipal Corporation polls in 1992, “That wasa 
turning point. The RSS was impressed," says a BJP 
insider. Gadkari became a favourite of the RSS. 

When the BJP-Shiv Sena coalition came to 
power in Maharashtra in 1995, Gadkari was made 
minister for public works. He is credited with com- 
pleting a network of 55 flyovers in Mumbai, apart 
from big projects like the Mumbai-Pune 
Expressway. "He was known as the ‘flyover min- 
ister'," says Seshadri Chari, former editor of RSS 
mouthpiece, Organiser, and now BJP member. 


Gadkari was also an enthusiastic exponent of 


public-private partnership and build-operate- 
transfer projects during his ministership ~ long 
before these terms became fashionable to use. He 
established the Maharashtra State Road 
Development Corporation through which funds 
were raised from the open market. 

After the Congress-NCP government came to 
power, he became the leader of the opposition in 
Maharashtra legislative council. In 2004 he be- 
came state BJP chief, and five years later, with the 
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RSS's active backing, national 
BJP president. 

"His capacity to experi- 
ment with new people within 
the party is remarkable," says 
Chari. Gadkari created as 
many as 50 cells in the party 
to look into various issues. 
from external affairs to water 
management. "Never before 
did the party have so many 
cells," adds Chari. 

But Gadkari's perform- 
ance as chief has been mixed 
at best. In most of the assem- 
bly polls since he took over, 
the BJP has failed to show any 
unexpected improvement. 
Nor has he shown any exceptional acumen in 
dealing with the rebellions in some state units. 

In the meantime his business forays, started a 
decade earlier with the launch of the Purti Group. 
have been drawing more and more questions. The 
group started with sugar farming and production. 
Later, Gadkari set up a host of companies, includ- 
ing Purti Superbazar, a retail chain of supermar- 
kets, Purti Agrotech, a packaging unit for farm 
produce, and others, and also moved into genera- 
tion and distribution of power. However, Gadkari 
quit Purti more than a year ago while heavily di- 
luting his stake as well. 

Gadkari's recent woes started when he was 
accused of land grabbing. Though that charge did 
not stick, media reports followed, alleging a long 
trail of dubious shell companies, round-tripping 
and so forth in Purti. Some major investments and 
large loans, for instance. had come from construc- 
tion firm Ideal Road Builders (RB), which had won 
many contracts when Gadkari was Maharashtra's 
PWD minister. Worse, reports of Gadkari's former 
driver, accountant and other close aides becoming 
directors in more than two-dozen companies 
which invested in Purti raised bigger questions. 
Gadkari has denied all wrongdoing and demanded 
a probe. But sources indicate the damage has been 
done and he is unlikely to get a second term as BJP 
chief from January 201 3. 

SEBASTIAN P.T. 



























A New Homepage 


After working in London for 17 years 
with some of the world's biggest brands 
such as Skype, eBay and Gumtree. 
SUCHI MUKHERJEE, 37, has come back 
home to New Delhi. The mother of tw: 

is now busy setting up her dream project 
called LimeRoad.com, an online platform 
for lifestyle shopping. She does not mince 
her words. "India is a great service 
economy, but we are not building th: 
lantastic consumer products that users 
out there can actually use," she savs. She 
has big plans for LimeRoad. Mukherjee 
studied in Delhi and taught Development 
Economics at St. Stephen's College, then 
worked at rating agency ICRA — where 
she realised her passion for finance 
before moving overseas. 

MANASI MITHI 
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Sounding the Alarm 


He was a federal prosecutor in the trials following the 9/11 terrorist attacks. Later he was Secretary of 
Homeland Security in the George W. Bush administration. Three years ago, MICHAEL CHERTOFF, 58, started 
the Chertoff Group, a global security advisory firm. His mission: to advise governments and global corporations 
on how to manage risk and to protect them from various kinds of threats, including online ones. Chertoll says 
he is in discussions with government officials and companies for opportunities in India as well. Many 
companies, Chertoff says, do not realise how vulnerable they are to cyber attacks. “There have been intrusions 
of official databases in India in the last couple of years, be it with criminal intent or to steal intellectual 
property,” he says. “Small enterprises may not be as well equipped to handle cyber attacks as a nuclear power 
company, but if they increase protection by a modest amount, they can avert 70 to 80 per cent of attacks." 
MANU KAUSHIK 





Magnum Opus 


It is half a metre long, with 852 pages and weighs a whopping 37 kg. It was put together by 
around 75 people working for over four years. The Official Formula 1 Opus, said to be the 
biggest book on Formula One racing ever produced, was recently released in India, which also 
marked the entry of the UK's Opus Media Group into this country. Opus has forged a 
partnership with RK Global, a financial brokerage firm, for its India operations. KARL FOWLER, 
Founder and CEO, Opus, who attended the release, says: “About 75 per cent of the content has 
never been seen before or was commissioned exclusively for Opus.” The eight-page gatefold has 
been shot by legendary motorsports photographer Darren Heath. The gallery section include: 

۰’ Polardid photo shoot using the largest functioning Polaroid camera in the world. | " 
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Terrific Drive 


Her heart still beats for India, though 
she grew up in Vienna, to which her 
family shifted when she was eight. 
MONISHA KALTENBORN, 41, Team a 
Principal, Sauber Formula One (F1) — 
team, who attended the recent 
Indian Grand Prix (GP), was born in 
Dehradun and can even speak Hindi. 
She initially wanted to become an 
astronaut, and though that dream 





stays unrealised, she is the first 
woman ever to become the head of 
an F1 team. Asked about the team 
she says: "As you go higher, the 
steps get smaller 

but are more Monisha Kalten 
difficult to achieve." Team Principal, 
Was it the same for Sauber F1 team 
her personally: 

“Our sport is a male 

dominated one." she admits. 

Married, with two children, she lives 

in Switzerland. Unfortunatelv, her 
team failed to win any points at the 
Indian GP, but that did not seem to 
unduly bother her. "I will always 

have fond memories of my home 
country," she says." 
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LBNL Leaderspeak 


AVINASH VASHISTHA 
— heconture India 

My leadership style 

m Delegative 

ш Participative 

| Authoritative 

V All of the above 


The political leader 
| admire the most 


indira Gandhi 


The business leader 
| admire the most 


Steve Jobs 


The leadership lesson 
| remember best 


There is nothing more 
powerful than leaders 
carrying out actions 
they are requesting 
from others 


A book/movie | would 
recommend on leadership 


The Shawshank 
Redemption 


The difference between 
a manager and a leader 


Managers do things 
right. Leaders do the 
right things 


All good managers are 
qood leaders 


No 


As told to N. Madhavan 


dveuiríÁvepo]eriputr: МАЛА M / 1 
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Solutions that create more smiles per cubicle #31 
to stay on top of things, 
just turn on the cam. 


Managed Video Communication Solutions from airtel business include 
Desktop VC, Video Conference & Realpresence 
To know more, email us at businessqin airtel.com or visit www.airtel in/business 
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High performa 


We helped Warner Bros., one of the first 
studios to embrace and adapt to the 
digital revolution, shift its entire film and 
television distribution to a completely digital 
process. This meant faster distribution of 
entertainment content, new revenue streams 
and an astonishing 85% reduction in all 
related annual distribution and management 
costs. That's high performance, delivered. 
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WINDOWS SERVER 2012 

INCREASES YOUR ABILITY TO 
DEPLOY APPLICATIONS ANYWHERE. 
Bring the flexibility of cloud computing inside your 

datacenter with Windows Server 2012, the only server built 


from the cloud up. It lets you build and deploy applications 


that live on-premises or in the cloud. 


—— oe Е Windows Server 2012 
BUILT FROM THE CLOUD UP. 


Interested to know more? 


Scan the code ог log оп to 
www.windowsserver2012.in 
www.windowsserver2012.i 
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From the Editor 


hy did god create stock-market analysts? To make weather forecasters 

look good. runs the rather puerile joke. But seriously, company analy- 

sis is an earnest business – in much of the world, that is, except India. I 
remember in my wire-service days we used to have lively debates on how to report 
stock price movements in India caused by market rumours. Sometimes trading 
stocks seemed not far removed from placing bets in a casino, based on a hunch 
here or a whisper there. Things have changed more recently, and how. There are 
upwards of 20 million demat accounts, each one set up to enable trading in stocks. 
Average daily turnover on the Bombay Stock Exchange so far this financial year 
was 12,072 crore, and on the National Stock Exchange it was a hefty 310,100 
crore. There is a lot of money sloshing around. Company and stock analysis has 
exploded; as our cover story notes, there are upwards of a thousand analysts’ re- 
ports flooding the market every month. 

Analysts’ reports that are critical of companies are always contentious; com- 
pany boards take analysts’ meetings very seriously and with trepidation. In more 
sophisticated markets, the analysts’ meetings can turn into very tough jousting 
matches. Many are simultaneously webcast or at the least broadcast on conference 
calls for analysts who cannot be present themselves. Over the years there have 
been several celebrity analysts famed for calling it right — and not so right some- 
times. The redoubtable Meredith Whitney, for instance, was castigated by The Wall 
Street Journal for wrongly rubbishing the US municipal-bond market in December 
2010. More recently, the WS] reported Whitney has predicted darkly that 
Citigroup. which she terms the "incredible shrinking bank", is beyond redemption 
even with a new CEO after the departure of Vikram Pandit. Closer to home, 
Canadian investment research firm Veritas has been cutting close to the bone with 
its withering reports on some of India's biggest companies, and it is now embroiled 
in a legal dispute with Indiabulls. Senior Editor Suman Layak and 
Special Correspondent G. Seetharaman peel away the layers of 
commentary to get at the core of the story: most Indian broker- 
ages do not really rock corporate boats with their reports, and 
а “sell” reports are uncommon. There are honourable exceptions, 
of course, and many of them are the Indian arms of foreign banks 
and brokerages. Home-grown Ambit Capital, for instance, has 
issued a number of strong reports this year on banks and their 
books. Late last month it issued one titled “The debasing of RBI”. 
Read our gripping tale from page 48, embellished by exclusive 
conversations with Veritas's Michael Palmer and Neeraj Monga. 

This issue we also run one of our marquee reports — our 
] 9th Best Banks study, and the 16th survey conducted by global accounting 
firm KPMG, whose Head of Financial Services Akeel Master sets out the chal- 
lenges facing the banking sector on page 94. The top three banks this year — 
Bank of Baroda, HDFC Bank and Axis Bank — have held their ranks for the second 
year running. The breadth and scope of banking activity in India is breathtaking. 
and although a lot remains to be done, there are many inspiring tales in the 
package pulled together in his usual inimitable fashion by Senior Editor Anand 
Adhikari with the help of a strong team of fellow writers who travelled to inter- 
esting places — including Thrissur in Kerala where three interesting banks are 
headquartered. We bring you rich material starting on page 62, including the 
second part of an exclusive interview with RBI Governor Duvvuri Subbarao, anc 
a thoughtful commentary by ICICI Bank CEO Chanda Kochhar. 

Also, in an elegant parenthesis for a very special issue. we are pleased to 
present the first of an exclusive series of interviews with CEOs running on our 
sister TV channel Headlines Today. This one, fittingly, is with veteran banker K.V. 


Kamath, Chairman of both ICICI Bank and Infosys (page 44). 
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chaitanya.kalbag@intoday.com 
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Correction 

Business Today's cover story on CEO salaries (Are Indian CEOs Overpaid’, 
November 25) contained an erroneous number for the compensation for 
Gajanan Nabar, Managing Director & CEO of Praj Industries Ltd. Nabar's total 
compensation for financial year 201 1/12 was 32.25 crore and not 122.54 crore 
as the story and cover image wrongly stated. 

All salary data for individual CEOs in the story was extracted from the 
Prowess database of the Centre for Monitoring Indian Economy (CMIE). CMIE 
acknowledged the error in an e-mail to Business Today, adding: 

"While entering the data, we made an error in converting values, which 
were given in million rupees in the Annual Report, into rupees as they are 
entered into the database. An additional zero was erroneously added during this 
conversion. The Prowess database is built with lots of checks and balances 
through several online and offline validation rules. These ensure that there are 
no systematic errors. For example. we ensure that the profit and loss account and 
the balance sheet data tally. However, some parts of the database cannot be 


ousiness today 
ARE INDIAN CEOS 


OVERPAID? 


WOBLI CLASS CEB SALARIES SHOW NO SIGNS OF SLOWING 


A 





Undeserving CEOs 
Your cover story Are Indian CEOs 
Overpaid? (November 25) is quite 
informative. Generally, a CEO's pay 
should be based on his 
performance, talents which benefit 
his stakeholders. and how he 
exploits new opportunities for 
growth. But it is a tough task to fix 
pay by assessing an executive's 
productivity. It is easy to measure 
how many bricks a worker can lay 
in an hour, but measuring 
quantum of success is, indeed, very 
difficult. Often, it has been observed 
that a CEO's pay includes many 
fancy components, like basic 
salary. bonus, stocks and options, 
and many other benefits such as 
cars and club memberships. The 
million-dollar question is: Does he 


subjected to systematic filters. These are subjected to statistical filters. Through a 
process of training, inculcating diligence and discipline and instituting statistical 


filters we are able to minimise the errors in those parts of the database that cannot 
be subjected to systematic validations. 

It is unfortunate that this one passed through our checks. We will further 
tighten the filters in the processes.” 

Business Today regrets the inadvertent error. For a corrected version of the 


story, go to www.businesstodau.in/ceo-salaries. 


executives can be hired in one CEO's 
place at a lesser salary with much 
better quality of decision makinz. 
J.S. Broca, New Delhi 


an edition covering Indian film 
stars: Are film stars overpaid: 
Animesh Sanyal, Delhi 

Film Stars’ Incomes 
I congratulate the BT team for 
bringing out an issue covering CEOs’ NS 
salary package (November 25). 9 ( 
Your article captures the fact that 





the salaries of CEOs are on the rise. It 
will be quite exciting, if BT brings out 
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than words. Become 
business friendly, 
investment will 


naturally follow! 
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India Inc to invest 
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Action speaks louder 





CHOICE 





RI oNED ONESTI 


— — — —— — — 


—————À — — — —— чр — — =з 





FOR SUBSCRIPTION ASSISTANCE WRITE TC: 


WRITE TO: 

The Editor, Business Today, India Today Mediaplex, FC- ^ Customer Care, India Today Group, A-61 BT SC RAPBOOK 
CERT AM 2 8, Sector 16/A, Film City, Noida-201301. — Sector-57, Noida (U.P.) – 201 301 > React to articles in BT 

E-mail: tetters.bt@intoday.com/editor.bt@intoday.com Phone: (0120) 2479900 from >Suggest story ideas 


Website: www.businesstoday.in 

Unsolicited articles will not be returned 

or acknowledged. 

Business Today reserves the right to edit letters 
for brevity and clarity before publication. 


Delhi & Faridabad; (0120) 2479900 


(Monday-Friday; 10 am-6 pm) Share your experience as consumer or SME | 


from Rest of India; Toll free no. 1800 1800 100 >See what others have to say on our stories 


(from BSNL/ MTNL lines); Fax: (0120) 4078080 on scrapbook at www.businesstoday.in 
E-mail: wecarebg@intoday.com | 
b" 

К 


BI 


| 


4 BUSINESS TODAY December 9 2012 


Panasonic 


Panasonic recommends Window: 


Mobile Convertible PC 
with High Reliability 
for Both Indoor and Outdoor 


Panasomic 


E 
— a 


TOUGHBOOK I ш 2 E Hot swappable battery 


x Г Battery exchange, 
С without turning off the power 





Newly Launched Semi-Rugged PC 
* Windows 8 Pro 


‘Low reflection and wide viewing angle 








screen for easy reading outdoor < 
| ‘Operating time : Approx.11 hours”? Hand stran (Option) 
| А Easy to hold and operate witi 
| . 76cm {30in} / 6 angles drop tested one hand while standing work 
* Spill-resistant keyboard | 5 
: Wide temperature range support {0 С to 50 C) ` i 
'-10 С low temperature operation É: PP м, _ 
with HDD heater (option) AS 
‘Fanless design е 
USB3.0 transfers large data smoothly HDMI port Multi tout 
USB3.0x2 USB2.0x1 = Digitizer input (0 


Call: 1800 103 1333 | 1860 425 1860 | +91 96500 35678 


~ www. facebook.com/panasonicindia Website: www.panasonic.co in/toughboo 
Jc 5 of uu Р 
ип uS on f t itter www twitter. com/panasonic ndia E-mail toughbook marketing@in panason 


TOUGHBOOK TOUGHBOOK FOR A TOUGHWORLD 





CUNTENTS 


COVER BY KAPII DECEMBER/9/2012 
PHOTOGRAPH BY ADITYA KAPOOR VOLUME 21/NUMBER 25 
MODEL: VED SHARMA 





COVER STORY BEST 


BANKS 
SPECIAL 





62 | India's Best 
Banks 

The Indian banking 
sector is coping with 
an increasingly risky 
environment after four 
years of the global 
financial crisis 
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Indian brokerages pull punches when 
analysing companies 


66 | Banking's Badshah 
For the second year in a 
row, Bank of Baroda 
takes the top slot 
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70 | Middleweight Champ 
Rana Kapoor has taken YES 
Bank to the top in its category. 
He now wants to rapidly grow 
the retail business 
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Some banks have found ways 
to grow while preserving or 
even improving the quality of 
their assets and service 
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issue new banking licences 
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grappling with heightened risks, 
and profitability has taken a hit. 
Even in this tough operating 
environment, however, some 
have outperformed others. The 
2012 BT-KPMG Best Banks study 
brings you the cream of the crop. 


A slideshow of the top 
performers at: businesstoday.in/ 
banks2012-winners; Watch videos 
of the CEOs at: businesstoday.in/ 
banks2012-video; Watch a video 
of the RBI museum at: 
businesstoday.in/rbi-museum 
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From time to time, 
you will see pages 
titled "An Impact 
Feature" in Business 
Today. This is no 


Jobs Today 


Get Lucky. Get Active on Monster 


different from an 
advertisement and 
the magazine's 
editorial staff is not 
involved in its 


monster 


Find Better 


creation in any way. 
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The 2G spectrum auction at- 
tracted bids worth %9,407.64 
crore, one-third of the minimum 
128,000 crore the government 
was expecting. The auction was 
a far cry from the bidding for 3G 
spectrum in 2010, which raked 
in 167.719 crore. Finance 
Minister P. Chidambaram said 
the auction was not complete 
and the government would make 
"substantial gains" once it was 
finished. A fresh auction for cir- 
cles that went without bidding is 
slated to take place by March 31. 
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Reliance Industries 

faced challenges 
getting approvals 
from the Oil Ministry 
when Jaipal Reddy 
was the minister, 
because of the 
declining gas output 
from its KG-D6 block. 
Now, the company 
has reported a 
further fall in natural 
gas output from its 
eastern offshore 
fields to 25.1 million 
metric standard cubic 
metres a day, from 
about 26 mmscmd. 
It says high water 
and sand ingress 
have shut one-third 
of the wells. 


The festive season 
has brought some 


cheer for automakers. 


Sales of automobiles 
grew nearly 15 per 
cent in October 2012 
from a year ago, 
according to the 
Society of Indian 
Automobile 
Manufacturers. 


The Indian IT industry will meet 
the lower end of its 11 to 14 per 
cent growth guidance and at least 
achieve double-digit growth in 
Z012713. IT 
Nasscom has said in its mid-vear 


industry lobby 


review. The industry's export 
revenue mav reach $75 to 77 
billion in 2012/13, riding on re- 
mote infrastructure manage- 
ment, business process outsourc- 
ing and testing. Research and 
advisory company Gartner ex- 
pects spending in the Asia-Pacific 
43 billion in 201 3, 


rising 7.9 per cent over 201 2. 


to reach S7 


The majority of experts from the 
fields of business, government 
and civil society are still pessi- 
mistic about the state of the 
world's economy. According to 
the World Economic Forum's 
Global Confident Index poll, 56 
per cent of respondents ex- 
pressed lack of confidence in the 
global economy in the fourth 
quarter, 
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British oil giant BP 

will pay $4.5 billion in 
penalties and plead 
guilty to felony 
misconduct in the 
Deepwater Horizon 
disaster, which caused 
the worst US offshore 
oil spill ever. The 
settlement includes a 
$1.25 billion criminal 
fine, the largest such 
levy in US history. Two 
BP supervisors were 
also indicted on 23 
criminal counts, 
including manslaughter. 


Apple Inc. and HTC 

Corp. have reached 
a patent settlement 
and 1O-year licensing 
agreement that ends 
one of the first major 
battles in the 
smartphone patent war. 
Apple sued HTC in 2010, 
accusing it of infringing 
on the iPhone maker's 
patented technology. It 
was Apple's first major 
legal salvo against a 
manufacturer that 
used Google's Android 
operating system. 
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Dampening the festive spirit, in- 
dustrial output declined 0.4 per 
cent in September, from 2.3 per 
cent growth in August, as manu- 
facturing activity slowed. The 
negative growth in capital goods 
reflects an investment downturn. 
Merchandise exports declined for 





the sixth month in a row at 1.63 
per cent in October to $23.2 bil- 
lion. Planning Commission 
Deputy Chairman Montek Singh 
Ahluwalia said the impact of re- 
cent reforms initiatives will mani- 
fest in the Index of Industrial 
Production data for the second 
half of the fiscal. Analysts expect 
the Reserve Bank of India to re- 
view its policy rates earlier than 
the fourth quarter credit policy. 


Inflation declined marginally to 
7.45 per cent in October even 
though prices of food items such 
as rice, wheat, pulses and potato 
rose, giving virtually no respite to 
the common man. Inflation, as 
measured by the Wholesale Price 
Index, was 7.81 per cent in 
September. In October last year, it 
stood at a high of 9.87 per cent. 
Indian Oil Corporation has cut its 
petrol price by about X1 a litre, but 
that is hardly any consolation for 
the common man. 





projected price of a 
barrel of imported 
crude oil in 2035, when 
india, China and West 
Asian nations are 
expected to account for 
60 per cent of the 
world's energy demand, 
according to the 
International Energy 
Agency's World Energy 
Outlook. By 2025, India 
will also be the world's 
second-largest 
consumer of coal 

after China. 


Number of cars Бено 
recalled globally by 
Toyota due to water 
pump or steering 
glitches. Last month, 
Japan's biggest auto 
maker recalled 7.43 
million vehicles over a 
possible fire risk tied to 
a fault in electric 
windows. 





FDI in retail 
eliminates 
middlemen... 





Markets 


DLF, the country’s largest 
realty company, has reduced 
its net debt by 32,000 crore 
during the ongoing quarter, 
after selling prime land in 
Mumbai to Lodha Developers. 
The company's current net 
debt stands at 321,220 crore 
as against 723,220 crore on 
September 30, according to 
an analyst presentation by the 
company. 





Australian bank Westpac has 
opened its first branch in India 
to serve Indian customers 
with trade and investment 
links in Australia and Asia. 
India is Australia's fifth-larg- 
est trading partner and 
fourth-largest export market. 
Bilateral trade is expected to 
double to A$40 billion by 
2015. 
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The government will 
review investment of 
surplus funds Dy casi 
rich central public 
sector enterprises in 
January. ada 

that fall to invest their 
cash reserves may 
have to deciare special 
dividends. 


State Bank of india 
is likely to reduce 
lending rates in a 
couple of weeks to 
boost credit growth. 
5815 minimum lending 
rate is at 9.75 per cent, 
SRI Chairman Pratip 
Chaudhuri said he 
would not be surprised 
if the home loan 
segment picked up by 
over 30 per cent in the 
coming financial year, 
The Reserve Bank 
recentiy cut the cash 
reserve ratio by 25 
basis points, hoping to 
inject 317,500 crore 
into the system. 


„pity | 


doesn't 


disenfranchise | 


them! 
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Where the 
Threat Lies 


Shrinking IT budgets in the US, and not Barack 
Obama's anti-outsourcing rhetoric, will hurt the 
Indian software industry, says PHANEESH MURTHY 





$75-71 bn 


The IT sector's 
projected export 


revenues in 2012/13, 


by NASSCOM 
estimates 
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he US elections are over and 

President Barack Obama is 

back. Congratulations to 

the President are in order 
for a hard-fought victorv. 

Obama's election manifesto was 
very clear: making education and 
training a national priority; building 
on the US manufacturing boom; 


boosting America-made energy: re- 


ducing the deficits by cutting expend- 
iture where possible and asking the 
wealthy to pay a little more: and end- 
ing the war in Afghanistan. to do 
some nation-building at home. For 
this column, I limit my thoughts to 
the impact on the Indian information 
technology (IT) industry. 


[ have my own concerns about 
the re-election. While the election 
manifesto has appealed to large 
number of voting Americans leading 
to an Obama victory. we have to see 
what substantial changes the admin- 
istration makes. 


Bad News All Around 


America has seen the longest period 
of eight per cent plus unemployment 
in the last 70 years. The economy is 
weak, growth prospects are bleak 
and the deficit is rising. The trillion- 
dollar stimulus has failed to reduce 
the trillion-dollar deficit accumulated over the last 
three and a half years and lower the unemployment 
rate. Further, there has been an eight per cent dip in 
household incomes and a five per cent drop in house- 
hold wealth, not to mention a never before down- 
grade of America’s credit rating. 

Under such circumstances, Obama begins his 
second term. It is bad news all around. The effort the 
President puts in to work with Congress will deter- 
mine which proposals become policies. 


Bringing Jobs Home 
Interestingly. the only proposal related to jobs out- 
sourcing was in Obama's ‘manufacturing jobs plan’ 
—he seeks to end tax deductions for companies ship- 
ping jobs overseas, and using the savings to create a 
new tax credit for those which bring jobs home. We 
have heard this rhetoric for a long time. However, in 
reality, the complexity of the tax system will make 
this very difficult to implement. Companies, nowa- 
days, are highly global in nature with their costs and 
revenues based on the availability of skilled resources 
and markets. It is very unlikely that, even ifthere is a 
change in the taxation norms the way the President 
wants, companies will move out of some markets. 
Yet, this is not great news for the Indian IT indus- 
try. Over the last few years, we have seen a surge in 
the growth of captives in India. Many new companies 
have shown interest in investing in their own captives 
—several others have been consistently growing their 








existing captive set ups in India. This 
way, they can still gain from sour: 
ing global talent at competitive costs 
while abiding by the Obama man 
date of not letting jobs go out of their 
fold. Should this continue, India's 
GDP will grow, but the IT industr) 
may not necessarily do so 


TO US 
CORPORATIONS" 


Phaneesh Murthy 


Trouble for Indian IT 
The industry fundamentally depends 
on growing IT budgets of American 
companies. With record increases in 
health care insurance costs since the 
passage of Obamacare (Health Car: 
for America Plan) and the overall sentiment in th: 
being poor, consumer spending will be watched care- 
fully, particularly during this shopping season lor the 
holidays. This is also the budgeting phase for mos: 
corporations. In the current mood, IT budgets ar 
unlikely to go up. In a survey we did with our clients 
we found that about 50 per cent expected budgets ti 
stay flat, 20 per cent expected budgets to go up and 
30 per cent expected budgets to come down. With 
investment income very low and interest rate: 
pected to stay down through 201 3, both the financial 
services and insurance sectors are in a bit of troubl 
These sectors account for over 40 per cent of thi 
Indian IT industry. To top that. visa issuance unde! 
the Obama administration has been erratic and this 
too is bad news for IT companies. 

| feel that the Indian IT industry has to wait for a 
recovery to happen before strong growth returns 
Being an eternal optimist, | strongly believe that this 
is the right time for Indian IT companies to pass on 
the right message and offer the right proposition to 
US corporations. We have to realise that mere cos! 
arbitrage-based offerings will not fetch us dividends 
any more. With shrinking IT budgets, we have to 
move away from showcasing benefits out of hourly 
billing models. It is time to start offering services on 
an ‘outcomes model’ that clearly insulates US corpo 
rations against economic uncertainties. The laste: 
we do so, the better. € 
The author is i 
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Fights Corruption 


CII is working closely with the government 
to improve corporate governance 


ndia's economic reforms era since 1991 
has encompassed de-licensing of indus- 
try, deregulation, and facilitative ad- 
ministrative procedures, sparking a new 
growth cycle. Gross domestic product (GDP) 
growth has averaged well over eight per 
cent over the last eight years, alleviating 
poverty and fostering development. 
However, institutional capacities to combat 
corruption have lagged behind as India 
embraced liberalisation, globalisation and 
technological advances at a rapid pace. 
The issue of corruption, which cur- 
rently dominates airwaves, highlights the 
gap between India's legislative framework 


ganisation, rates India as ‘weak’ in govern- 
ance and implementation. 

Over the years, the Indian government 
has proactively taken a number of anti- 
corruption steps. The Right to Information 
Act, 2005, granting citizens access to gov- 
ernment information, was a transforma- 
tional and wide-reaching initiative with 
high impact. The Prevention of Corruption 
Act, 1988, includes public officials under 
its ambit. 

Various bodies exist for implementing 
anti-corruption policies, such as the Central 
Vigilance Commission, the Chief 
Information Commission, the Office of the 
Comptroller & Auditor General. the Central 
Bureau of Investigation, and so on. State 


governments too have their own bodies, 
while the Supreme Court and other courts 
are also active in taking cognizance of cor- 
ruption issues. 

In May 2011, India ratified the UN 


IN MAY 2011, INDIA RATIFIED THE 
UN CONVENTION AGAINST 

CORRUPTION, A GLOBAL 
AGREEMENT FOR TRANSPARENCY 
AND ACCOUNTABILITY 











and the requirements of development in a 
new world. Recently, several high profile 
cases as well as civil activism have brought 
a welcome focus on efforts to check the 
scourge. 


Corruption typically involves misuse of 


power or position for unlawful gains. It acts 
as a major obstacle to economic and social 
development, and undermines efforts to 
reduce poverty. deliver social goods, and 
build infrastructure. Transparency 
International's Corruption Perception 
Index 201 1 awards India a score of 3.1 on 
a scale of zero to 10, a decline from 3.4 in 
2008. Global Integrity, a non-profit or- 
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Convention against Corruption (UNCAC), à 
legally binding global agreement for trans- 
parency and accountability. A wide range 
of acts of corruption are covered in the 
UNCAC, such as bribery, embezzlement. 
influence peddling, and money laundering. 
Under its terms, a peer review is slated for 
India in 2014, and the Indian government 
has been working towards meeting the 
mandated requirements. 

To begin with, an evaluation is being 
undertaken to determine the gaps in anti- 
corruption measures. Two, a number of new 
laws have been proposed to align the Indian 
system as per the UNCAC, including the 
Right of Citizens for Time Bound Delivery of 
Goods & Services & Redressal of Grievances 
Bill, the Public Procurement Bill, the 
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[пе Asian Banker, Singapore 





“YES BANK was ranked across 12 key parameters and six key areas through a 
detailed and transparent scorecard: 


Ability to scale, Balance sheet growth, Risk profile, Profitability, 
Asset quality and Liquidity”... The Asian Banker 500, 2012-13 Editio 


THE ASIAN BANKER’ 


мана Musabetit e MA I1 коя ўма мам ма CIRCE. COeeum 


THE ASIAN BANKER’ 
NGEST BANKS 
RANKINGS 2012 


This is to Certify that 
YES Bank 


is hereby accorded the award of 


The Strongest Bank in India, 2012 


based on the strength. liquidity and sustainability of the balance sheet 
in a challenging marketplace, relative to peers in the industry. 
(As recorded in TAB500 Annual Rankings in www.theosianbanker oom) 


Signed hereunder by all Member of The Asian Banker Summit Advisory Council on 29 Octopec 2012 


David Eldon Cesar Viroto lan Johnston Poul Chow Emmanuel Danse! 


Chairman OFC M-Choakmon. RCAC. РА СЕО, SWIFT Аша Рос. formedy СЕС. НКЕ The Ason Barve 





“We are delighted with this global recognition. This award is a testament fo 
YES BANK's holistic growth focus spearheaded by a fine Top Management team and 
effective execution of our well defined objectives. Being the youngest private sector Bank 
in India, this is an extremely significant achievement positioning YES BANK alongside 
the Best Banks in the Asia Pacific region. Over the past eight wears, 
YES BANK has demonstrated sustained financial performance on the back of consistent 
profitability, income generation and finest asset quality." 


Rana Kapoor, Founder, Managing Director & CEO, YES BANK 
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Prevention of Bribery 
of Foreign Officials Act. 
the Whistleblower Bill, 
the Judicial Account- 
ability Bill, the 
Companies Bill etc, 
which are in response 
to present day needs. 
Three, with the aid of 
technology, India is 
putting in place e-gov- 
ernance systems that 
are making delivery of 
public goods and serv- 
ices more efficient and 
transparent. The 
Unique Identification 
Authority of India 
project for direct deliv- 
ery of subsidies prom- 


CONCERTED 
EFFORT 


VOLUNTARY CODE 
Cll set up a committee on Integrity 
and Transperancy in Governance, 
which has formulated a voluntary 
code of business ethics 


COOPERATION WITH GOVT 
The secretariat of The National 
Foundation fer Corporate 
Governance, promoted by the 
Ministry of Corporate Affairs, is 
located at Cli's Deihi headquarters 


WHISTLEBLOWING 
Many companies have instituted 
whistleblower mechanisms 


INDEPENDENT MECHANISM 
Industry has sought a transparent 
and efficient independent 
mechanism for commercialising of 
natural resources such as land, 
minerals, water, spectrum, etc. 


with the CII as 
Secretariat. to pro- 
mote good govern- 
ance. We have also 
worked with the min- 
istry to draft and dis- 
seminate the National 
Voluntary Guidelines 
on Social, Environ- 
mental and Economic 
Respon-sibilities of 
Business and the 
Voluntary Guidelines 
for Corporate Gove- 
rnance. СП members 
have accepted this set 
of guidelines whole- 
heartedly. Various 
large public undertak- 
ings and private cor- 








ises to be a game- 
changer in govern- 
ance. 

From the standpoint of industry, a sys- 
tem which is fair, equitable, accountable 
and transparent as well as rooted in pre- 
dictable and stable institutions encourages 
maximal entrepreneurial activity, which is 
vital to sustain a rapid pace of growth. 
Towards this end, the Confederation of 
Indian Industry (CID set up a Committee on 
Integrity and Transparency in Governance, 
which I chaired last vear. We developed a 
‘Code of Business Ethics’, a voluntary code 
to inculcate greater ethics, probity, and 
transparency in business dealings. The 
code provides guidelines to employees on 
ethical conduct. The principles of conduct 
and behaviour in the Code are national 
interest, ethics and integrity in all activities, 
adherence to values, transparency and 
openness, avoiding of corrupt practices, 
and encouraging competition. It also in- 
cludes a clause on whistleblowers. 

Our agenda against corruption focuses 
on electoral reform, judicial reform, corpo- 
rate governance, and management of 
natural resources. The National 
Foundation for Corporate Governance was 
set up by the Ministry of Corporate Affairs, 
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porate houses are tak- 

ing steps at their indi- 

vidual levels to pre- 
vent corruption and encourage transpar- 
ency in their business dealings. Many 
companies have instituted whistleblower 
mechanisms to address concerns relating 
to questionable accounting and auditing 
matters, 

Industry has strongly articulated the 
need for a transparent and efficient inde- 
pendent mechanism for use of common 
resources for commercialisation. Such re- 
sources include land, minerals, water, 
spectrum, forests, etc. It is in these areas 
where no proper mechanism exists for ap- 
portioning and regulating the use of re- 
sources that the current troubles are aris- 
ing by and large. An overarching national 
policy on demarcating resources for devel- 
opment taking into account sustainability 
is required. 

In the final analysis, as the government 
sets up physical and electronic infrastruc- 
ture to make its systems more transparent 
and rules-based, tackling corruption will be 
an endeavour of all sections of society. ® 

The author is President, CI I, 
and Chairman 
of the Godrej Group 
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OF GASTRONOMY HAS 
A SECRET RECIPE TO 
INNOVATIVE PATENTS? 
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» France is among the leading countries in Europe for the number of international patents filed 

» France has the most attractive research tax credit in Europe 

» France stimulates entrepreneurial spirit with a new simplified and tax-effective status for the self-employed 
> More than 70 innovation clusters have been set up, improving synergies between public and private research 


> The ‘Innovative New Company’ status allows small firms to receive tax breaks and pay lower social security 
contributions 


NOW YOU KNOW THE TRUE FORMULA FOR SUCCESS: INNOVATION IN FR 


Please visit www.sayouitofrance-innovation.com 
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AS PART OF 
THE PLAN, THE 
KSE-100 INDEX 
WOULD BE 
TRADED ON 
THE BSE AND 
THE SENSEX 
ON THE KSE 
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By ANILESH S. MAHAJAN 


uhammad Ali has not had 

the best of tours to New 

Delhi personally. The 
Chairman of Pakistan's Security Exchange 
Commission lost his mobile phone contain- 
ing key data and contacts and had to battle 
the traffic in the capital to reach the airport 
in the nick of time to catch a long Emirates 
Airlines flight to Islamabad via Dubai. But Ali 
had reasons to be happy with his stopover in 
India for the World Economic Forum (WEF). 
He was involved in the negotiations between 
the representatives of the Bombay Stock 
Exchange (BSE) and the Karachi Stock 
Exchange (KSE) to discuss a possible partner- 
ship. The two exchanges plan to offer trading 
in each other's top indices. 


"We will sign the MoU (memorandum of 


understanding) very soon. This would be a 
first step in cementing the financial relation- 
ship between the two countries." Ali told 
Business Today. He added that since trading 
would be done in the local currency of the 
two countries, the proposal could be imple- 
mented easily and quickly. “People here 
have shown interest in trading on the KSE, 
but we are going step by step.” As part of the 
plan, the KSE-100 index would be traded on 
the BSE and the Sensex - India's benchmark 
index — on the KSE. 

A BSE spokesperson confirmed the news, 
and said that the negotiations between the 
two exchanges are almost over. “We expect 
signing of the MoU by the end of November,” 
he said. There have been some changes in 
the terms and conditions set by the KSE, 
which the BSE is examining. 
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The Bombay Stock Exchange and the Karachi Stock Exchange 
are set to form an alliance, the first of its kind. 


Significantly, this would be the first time 
the BSE is listing its indices on a foreign ex- 
change. Rival NSE already trades its Nifty 
index on the Singapore Exchange. BSE has a 
strategic tie-up with the Frankfurt-based 
Deutsche Börse, which holds a five per cent 
stake in the Mumbai-based exchange. 

The BSE is the oldest stock exchange in 
Asia with a market capitalisation of over $1 
trillion with around 5,000 listed companies, 
making it the world's 1 4th largest stock ex- 
change. The KSE has a market capitalisation 
of $40 billion with 652 listed companies. 

A partnership between the two ex- 
changes would be significant since it is hap- 
pening in the backdrop of both India and 
Pakistan announcing a series of measures to 
boost bilateral trade as goodwill gestures. 
The Reserve Bank of India is considering 
Pakistan's Habib Bank's application to set up 
a branch in Mumbai. Its counterpart State 
Bank of Pakistan is contemplating allowing 
Punjab & Sind Bank to set up its office in 
Karachi. Moreover, Pakistan has decided to 
grant India the Most Favoured Nation status 
'rom January 1 and has also expanded the 
ist of items to be exported to and imported 
trom India. 

If the MoU between the two exchanges is 
signed by November-end, it could set the 
stage for more confidence building measures 
related to trade and business between the 
two countries. India's Commerce Minister 
Anand Sharma has already said that India 
is committed to improving relations with 
Pakistan. Ф 
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Review 


Music to Your Ears 


These are earphones meant for those who take both 

their workouts and their music very seriously. They can 

be used at all times, sure, but they have been designed 

specifically for the gym. In most cases moisture is fatal for 
earphones, but with the Bose SIE2i your sweating makes not a 

whit of difference. Bose's StayHear tips plug in so well they stay 

put in your ears without slipping out whatever ycu may be doing, 
while audio quality, powered by Bose's TriPort acoustic 

technology, is outstanding. We tested a bright orange model $ 4 
using it during workouts, long walks and even in an autumn v 
drizzle. This device lets you take calls over most phones as well. 
There is also a cheaper version without the hands-free option. 


Audio quality Expensive 
Great design Short cable 
PERFECT 


EARPHONES Bose SIE2i 
FOR THE GYM 
AND A VALUE= 

FOR-MONEY 

ULTRABOOK 











Sony Vaio T Series (11-inch) 





Style, Power, Value 


Many of the slim Sony Vaio laptops look like ultrabooks anyway, 
but since late last year, Sony has been bringing out models 
which incorporate other features of ultrabooks too. At less than 
$50,000, the recent Sony Vaio T series option, is also a most 
affordable one. The 1 1.6-inch model we tested — there 

is also a 13.3 inch version — has an overdose of 

aluminium. but that is nothing to 
complain about. The screen is the 
same size as Apple's MacBook 
Air, but this one looks 
— smaller. The display 
is clear and has 

better viewing 

angles than most 

devices in this price range. 
The sound is good, but we have 
heard better. This ultrabook has a third 
generation Intel core processor, and that too an 15- 
3317U 1.70 GHz with turbo boost up to 2.60 GHz. At under 
three seconds, it has the shortest ‘wake-up from sleep’ time span 
we have seen. This is the combined effect of the hybrid storage 
drive and the powerful processor. Even the 

Affordable Bezel thick on top full start takes just 18 seconds. 


Overall performance Low resolution | 
NANDAGOPAL RAJAN 
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Leading Japanese convenience 
store Lawson used analytics 
to master the art of the sale. 


Lawson convenience stores faced a challenge: 
ongoing marketing promotions weren't driving 
new sales. We helped leverage data from 40 
million customers enrolled in Lawson's loyalty 
programme to optimise marketing investments 
and improve shelf space allocations and 
fulfilment. With more than $12.5 million 

in profits already generated, efforts are on 
target to exceed a $125 million annual sales 
increase. That's high performance, delivered. 


consulting | technology | outsourcing 


> 
accenture 
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Indian banks have kept the economy's 
lifeblood flowing in good times as 


well as bad. Some key statistics. 
Research by Anand Adhikari 
Graphic by Anand Sinha 
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GROWING CORE BUSINESS 


Total deposits and advances of banks in India have 
almost doubled in four years 











: IN FINE FETTLE 


- India's leading banks have : 
. a high capital adequacy  : 
. ratio (CAR)*, far exceeding - 
. the minimum 9 percent  : 
- Stipulated by the RBI 


TAPPING SAVINGS ; ICICI Bank 18.52 0: 


Bank deposits still comprise half the country's , : 
total financial savings * HDFC Bank 1 6 S Dy: 


: HSBC Bank 16.094: : 
: citibank 16,03%: 


Life Insurance Bank of 


: Baroda 14.67 
—E— 
4 











* *Ratio of a bank's capital to its risk weighted — * 
„ assets, a key measure of financial strength 


Bank Deposits i . B | 
j „ Source : BFKPM6Study, Mar 12 
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Data for 2005-11 
Source : RBI 





FOCUS Graphiti 














„and retail, agriculture 
and micro & small enter- 
prises sectors are largely 
responsible for this trend 
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Г, The non performing assets (NPAs) 
` of banks are inching up... 


(nae: E | 2.2% 2.3% 2.4% 






Micro & Small Qn, 
Enterprises 17 f + 9 


Real Estate 9,7 
e | ‚Ё е 
Маг'08 Mar'09 Mar'l0 Mar'Tl Mar'l2 © 
“on , lron & Steel a. 
y. Infrastructure 25 
— — — WEM X 757 Figures show contribution Source: RBI 


to NPAs in 2011/12 





TOPPERS IN BT's ANNUAL 
RANKING OF BANKS 
| 
RBI'S CHANGING REVENUE MIX M. auae 
The central bank's revenues have dipped over the past on Bank of Barod 
four fiscal years - an outcome of low interest rates abroad — 
impacting earnings from foreign assets 2010 Axis Bank 
Total Income in 2007-08  - Total Income in 2011-12 - ыз Вик 
| 2008 (Dec) Bank of India 
97,790. :53,176« == юы 
? к ? 2007 HDFC Bank 
2006 HDFC Bank 
2005 HDFC Bank 
37% 2003 HDFC Bank 
Foreign 63 ү 2002 ABN Amro Bank 
currency — () 
assets — 2001 Bank Of America 
geld , eng 1999 Corporation Bank 


| 1998 (Nov) X Bank of America 
Domestic 1998 (April) Bank of America 


Sources Source: RBI, Jun'l2 
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CASHING OUT 


PE exits through the 
open market have 
surged this year 


Deal value {$ mn) 





*Ti Nov 7 
Source: VCCEdge 





Private Equity 


A Different 








Private equity funds are increasingly 
exiting through the open market, and 
capitalising on the rally on the bourses. 


By SARIKA MALHOTRA 


here has been a host of private equitv 
(PE) fund exits this year and most of 
them have been through open mar- 
ket transactions instead of the initial public 
offering (IPO) route that such funds have 
historically favoured. This has largely to do 
with the surge in stock prices this year, even 
as the primary market remained somnolent. 

There have been 43 open market exits 
generating $2.41 billion so far this year, as 
against just four IPO exits worth $49 million, 
In 2011, which too was not a good year for 
IPO exits, there were still 13 of them worth 
$115 million while open market exits added 
up to $861 million. 

With the Bombay Stock Exchange's 
benchmark Sensex performing relatively well 
this year compared to 201 1, PE funds looking 
to shed their investments in listed companies 
have made the most of the chance. The 
Sensex has risen 21 per cent between 
January 1 and November 7 this year. Open 
market exits in 2012 (till November 7) have 
already touched $2.4 1 billion compared with 
$861 million in the whole of 2011, a stag- 
gering 180 per cent jump. 

The biggest open market exit was Carlyle 
Asia Partners quitting Housing Development 
Finance Corporation Ltd (HDFC) for $841 
million in October. It was the second open 
market exit for Carlyle, which had offloaded 
HDFC for $270.38 million in February. “If 
market sentiment is down, decisions to exit 
are generally put on hold as was the case last 
year," says Vikram Uttam Singh, Head, 
Private Equity, KPMG. "Funds that have been 
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invested for three to four vears and were 
looking for an exit are timing it now. This 
essentially has to do with the uptake in the 
market." The smart rally in stocks this year 
is good enough reason to exit investments in 
these times, he adds. 

The PE industry will now need to plan for 
exits in unlisted firms by exploring strategic 
or secondarv sales to other financial inves- 
tors. With exits worth a mere $257 million 
through mergers and acquisitions and $83 
million through buybacks in 2012, options 
are shrinking for the PE industry. “As the 
holding period for a number of funds has 
been exceeded for investments, funds have 
to take to strategic sales and secondary sales. 
The time value of money comes into play." 
says Sanjeev Bhalla. Head, Equities and 
Alternatives, Bank of Bahrain and Kuwait. 

A significant amount of PE capital was 
invested from 2006 to 2008. Manv of these 
investors now necessarily need to exit. This 
will lead to a crowded exit pipeline for the 
next vear or two. 

These exits will also impact how India 
fares in the next round of funding. “It is 
critical that the PE industry in India gets 
better exits, both in terms of higher realisa- 
tions and healthy internal rates of return,” 
says Darius Pandole, Partner at PE firm New 
Silk Route Advisors. Ф 


HSORLNVS 


In an Asia 
that’s in a big hurry, 


jour wealth 
m tnin ki ng it 
l 


the bank that balances speed with insights 


There’s more to Asia's rapid pace of growth than what meets the outsider’s eyes 


As a bank that's born and bred in Asia, DBS Bank listens, understands and brings the whole bank to bear to ensure that you get a 
slice of the action in Asia, and not the reaction. Empowering you with the expertise to turn timely insights into solutions throug! 
a suite of tailored products that grow your wealth 


Welcome to a whole new level of wealth management with DBS Bank — Asia's safest, Singapore's best 


Our Accolades 


® Best Foreign Bank by Dun & Bradstreet: India's Top Banks 2011 & 2012 (for asset quality in 2011 and priority sector lending in 2012) 
a Best Foreign Bank by Financial Express — E&Y: Best Banks 2010 


For more information, call 1800 209 4555 SMS ‘DBS <CITY NAME>" to 56677 ог email customercareindia@dbs.com 


Safest Bank in Asia | E AL | 
www.dbsbank.in 2009 — Present | NANCE 


Proud to be the 
ss - n D I Bank 
DBS Bank. Living, Breathing Asia ENDS X DBS 





FOCUS Interview 











“INDIAN | N 
ACADEMIC = 
INSTITUTIONS — 
ARE NOT 
CLOSE 
ENOUGH TO 
INDUSTRY" 


Back in 1992, Harvard Business School 
professor ROBERT S. KAPLAN evolved a 
performance metric, the Balanced Scorecard, 
for businesses. It assesses a company's 
performance on intangible yet vital criteria 
such as customer loyalty, product innovation, 
employee capabilities and culture. Several 
global organisations, including Indian 
multinationals, have adopted it. Kaplan spoke 
to Business Today's MANU KAUSHIK on 

a recent visit to India. Edited excerpts: 


On why the Balanced 
Scorecard matters: There is this 
inability of the financial accounting 
model to capture the value created by 
intangible assets. Companies can build 
facilities and have equipment. They 
create value in terms of tangible assets 
on the balance sheet. But that's a small 
percentage of how value gets created. 
The value creation process depends on 
multiple types of intangible assets. First, 
the company should have a good 
strategy and be able to understand 
customers. It has to have robust internal 
processes that create products and 
services, strong focus on innovation and 
employees with skills. Ours is a 
framework by which those aspects of a 
company's performance get measured. 


On the shortcomings of 
Indian academic 
institutions: There is general 
concern that Indian academic 
institutions are not close enough to 
industry. Many business and 
engineering schools are unaware of 
what Indian companies are doing, 
whether it is Tata Group or HCL. 
There are innovative practices of 
these companies which are not being 
taught currently even in the leading 
schools. Engineering and business 
schools are professional institutions. 
To serve the profession, they have 
to understand the current problems. 





On why —— 
techniques of large 


corporations are archaic: 


Most organisations are trained in a 
certain way. For them, cost 
accounting is not as exciting as 
product design, product 
development and marketing. So 
they don't give attention to it. | am 
doing work for a large organisation 
where we are trying to understand 
their whole supply chain costs — 
from raw material purchase to 
delivery to their customers. Today, 
they don't have a system that can 
tell us their end-to-end costs. 


On why companies need to apply cost management techniques: 

Through my research, we already know how to do costing more accurately. We don't need any new 
innovation. The theory is there, the issue is the application. We need business leaders to recognise 
that perhaps their costing method is wrong. Businesses with narrow profit margins such as 
distribution companies, which handle tens of thousands of products, should be able to tell their profit 
and loss on every product. But they can't. Some of the systems they use are very inaccurate. 
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FOCUS Оп Record/IIP contracts 0.4 per cent in September 


“RBI will relook at its monetary 
policy in the light of latest 

index of industrial production 
figures and reduce interest rates” 


RM. Kanoria, President, FICCI, to PTI 





“We are looking for 4 
to 5 per cent inflation 
(to cut rates) which is 
our comfort level" 


К.С. Chakrabarty, Deputy Governor, RBI, to agencies 





"HP for September is bad, but I do 
see a pick-up by the end of March. 
We had originally expected 

overall ПР at 7 per cent for the fiscal, 
but now it could be 6 per cent” 


C. Rangarajan, Chairman, Prime Minister's 
Economic Advisory Council, to agencies 









"It is obviously very disappointing ... 
the September data does not reflect 
the impact of any recent initiatives" 


Montek Singh Ahluwalia, Deputy Chairman, Planning Commission, to agencies 


Chandrajit Banerjee, Director 
General, Confederation of Indian 
Industry, to agencies 
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Empowering clients in dynamic businesses 
‘to evolve in newer, smarter ways 
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А BSE listed company with a global reach of services 


* Capable support to client business growth, managing 
global networks, databases and applications 







Have right products, solutions, delivery 
Offer a complete portfolio of solutions and services for 


implementation and maintenance from a single source 
managing enterprise ÎT infrastructure 







| | Reduce the total cost of IT operations 
¢ Understand customer IT requirements to design 


appropriate |T infrastructure comprising networking, Focus on core business activities 


servers, storage, endpoints, operating systems, Optimize IT asset utilization 
application software, ensuring successful implementation 









Facilitate service delivery 
¢ Strategic tie-up with leading MNC vendors for servers, 


storage, desktops, laptops, networking, structured 
cabling, security, software, etc., 

* Strategic tie-ups with leading MNC IT vendors for 
storage, servers, networking, structured cabling, clients, 
security, software, etc. 






Enhance uptime апа system availability 





















D y 


Total lI. T. Solutions 
Ап ISO 9001 : 2008 Company 


* Design, supply, implement and maintain IT infrastructure 
for start-ups, government, education, SMEs and large 
enterprises successfully 






New | | cerebracomputers.com 
* Special skill sets in networking, storage & servers and P 


implementation of a wide range of software such as Wish to be part of our forward thinking team? 
virtualization, operating systems, ERP etc. Please mail resumes to careers@cerebracomputers.com 







info@cerebracomputers.com 
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Snail Mail 


Tales of letters in India taking a 
long time to reach addressees 
were often heard in the pre- 
email era. It is some comfort to 
learn that this country is not 
alone. A letter sent by one 
Gundrun Rentrope from Bonn, 
Germany on March 13, 1963, 
finally reached Derek Lewis in 
Berkshire, Britain on October 29 
this year. The postal services of 
both countries have no clue to 


how this happened. 





Offtrack 


An acute fund crunch has 
indefinitely delayed a host of 
major railway bridge projects in 
Bihar. Scheduled for completion 
by 2007, these are still in the 
‘construction phase’. Some have 
been in this phase for over 10 
years. The delays have led to 
huge cost overruns. For instance, 
the cost of the Sonpur-Digha Rail 
cum Road project has soared 
almost seven fold to 13,000 
crore. The railway ministry says 
it hopes to infuse funds into 
these projects next fiscal year, 
but no one need hold his breath. 


mue— E 
Heady Mix 


At an astronomical £5, 500 per 
glass it is the most expensive 
cocktail in the world. Master 
bartender Salvatore Calabrese 
mixes it at his bar in the Playboy 
Club in Mayfair, London. 
According to The Spirits 
Business, the 'Salvatore Legacy' 
has cognac, Kummel liquer and 
orange curacao with a dash of 
Angostura bitters - some of 
which date back to the French 
Revolution. 
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Through a Smog, Darkly 


Smog is an annual phenomenon in northern India during the winter months, This 
year, however, it has descended much earlier than usual and is also surprisingly 
thick, especially at night. 





— -x s- + ceo — — — ھک‎ 


What caused it: The severity of the smog is being attributed to Cyclone Nilam which 
hit the southern states in end-October. The vertical motion of south-eastern winds, a 
result of the cyclone, has prevented pollutants from rising high in the atmosphere as 
they usually do, causing the smog. The Delhi government has also attributed it to the 
burning of rice husk and stalks by farmers in Haryana, Uttar Pradesh and Punjab. 
Vehicular pollution does not help either. 


The fallout: Motorists have to battle visibility problems. It is also a health hazard. There 
has been a spurt in cases of upper respiratory tract infections and flu. Doctors feel that 
sustained exposure to the smog can lead to asthma attacks even in people who never 
suffered from them before. 


The solution: States in north India, particularly Delhi, need to curb vehicular pollution, 
so that fewer pollutants are released, irrespective of whether they rise or not. Delhi al- 
ready has 5.6 million registered vehicles and adds more than 1,100 new vehicles a day. 
The city administration has adopted advanced emission norms for vehicles, and has 
also been promoting the use of compressed natural gas as a clean alternative to petrol 
and diesel, but clearly this is not enough. 


COMPILED BY BASUDHA DAS 
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BP in India... 
There is energy 
in this partnership. 


BP is a leading international energy company 
having a 100 year relationship with india. 
This has been steadily built over the years 
through our presence in oil, natural gas, 
petrochemicals and our cutting edge 
lubricants, Castrol. Now there is new energy 
in this partnership. We have invested over 
140,000 crores in India making us the largest 
international energy company here. We 
continue to develop local talent, deploy 
advanced technologies and work towards 
securing a better energy future for the 
country. BP remains deeply committed 

to India. Find out more at bp.com 
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education at VII. 


At VIT, we equip you with everything you 
need to achieve excellence. We offer 
quality education through a variety of 
undergraduate and postgraduate 
programmes that impart knowledge and 
enhance skills. Four of these programmes 
have even received international acclaim 
through ABET Accreditations. We offer 
freedom through the unique Fully Flexible 
Credit System (FFCS'") that helps students 
choose the right combination of courses 
according to their interests and academic 
ability. And we offer recognition through 
placement opportunities that ensure 
students are chosen by the best companies. 


Engineering | Computing 
Accreditation | Accreditation | 
Commission MEM Commission | 


ABET Ine., USA has accredited the following Engineering 
programmes at VIT University, Vellore campus : 


* Mechanical Engineering 

* Civil Engineering 

* Electronics & Communication Engineering 
* Computer Science & Engineering 





For more information about ABET visit wwwabetorg = 


u ndergraduate Programmes 


• MSc. Computer Science. 










Undergraduate Programmes 


• B.Tech. Bioinformatics 

• B.Tech. Biomedical Engineering 
e B.Tech. Biotechnology 
Postgraduate Programmes 

e MTech, Biotechnology - 

e M-Tech. Biomedical Engineering 
e M.Sc. Applied Microbiology 

• MSc. Biomedical Genetics 

* MSc. Biotechnology 





¢ MSc. Biotechnology (5 Year Integrated Program 






• B.Tech. Computer Science and Engineering 
e B.Sc. Computer Science. 


Postgraduate Programmes : | 
* M Tech. Computer Science and Engineering 





i Undergraduate Programmes 
s. к B.Tech. Information Technology 


BC. A. (Bachelor of Computer Applications) 
В. 5с. (Multimedia & Animation) 


коса Programmes < 


e M.Tech. Information Technology - Networking 

¢ M.Tech. Software Technology 

e MTech Software development & Management 
(For Employees of Cognizant Technology Solutions) 

e М.С.А. (Master of Computer Applications) 

e M.S. Software Engineering 

(5 Year Integrated Programme) 

M.Sc. Software Technology 

M.S. Information Technology 

(For Employees of WIPRO Technologies) 





Postgraduate Programmes 


• M.Sc. Chemistry (Organic / Inorganic / Analytical / Ge 
e M.Sc. Electronics 
e M.Sc. Pharmaceutical Chemistry 





Undergraduate Programme 


• ВВА (Bachelor of Business Administration) 
Postgraduate Programmes. fc 
e M.B.A. (Master of Business Administration) 
 M.B.A. - International Business 
> B. Tech with МВА 





LORE CAMPUS 


chool of Mechanical and Building Sciences (SMBS) 
ndergraduate Programmes 

B.Tech. Civil Engineering 

B.Tech. Mechanical Engineering 

B.Tech. Mechanical with specialisation in 

Energy Engineering 

B.Tech. Mechanical with specialisation in 

Chemical Process Engineering 

B.Tech. Mechanical with specialisation in 

Automotive Engineering (jointly with ARAI, Pune) 
isteraduate Programmes 

M.Tech. Automotive Engineering - in collaboration 

with ARAI, Pune 

M.Tech. Automotive Engineering with specialisation 

in Engine Technology (jointly with ARAI & Industry) 

M.Tech. CAD / CAM 

M.Tech. Energy & Environmental Engineering 

M.Tech. Mechatronics 

M.Tech. Manufacturing Engineering 

M.Tech. Structural Engineering 

M.Sc. Manufacturing Engineering 


'hool of Electrical Engineering (SELECT) 
ndergraduate Programmes 
B.Tech. Electrical and Electronics Engineering 
B.Tech. Electronics and Instrumentation Engineering 
istgraduate Programme 


M.Tech. Power Electronics and Drives 


hool of Electronics Engineering (SENSE) 
tdergraduate Programme 

B.Tech. Electronics and Communication Engineering 
steraduate Programmes 


M.Tech. Automotive Electronics - in collaboration with 
TIFAC-CORE industry partners 

M.Tech. Communication Engineering 

M.Tech. Nanotechnology 

M.Tech. Sensor Systems Technology 

M.Tech. VLSI Design 


hool of Social Sciences & Languages (SSL) 
idergraduate Programme 


B.Com. (Computer Applications) 


novative Programmes 
Integrated Ph.D. Programme 
Integrated PG Programmes 
M.S. (By Research) / M.Phil / Ph.D. 
(Full-Time & Part-time) 


е: +91-416 - 220 2125 / 2157 / 2168 


Programmes offered at CHENNAI CAMPUS 
e B.Tech. Civil Engineering 

e B.Tech. Computer Science and Engineeri 
e B.Tech. Electrical and Electronics Engine 
e B.Tech. Electronics and Communication | 
e B.Tech. Mechanical Engineering 

e M.S. Software Engineering (5 Year Int 

e M.B.A. (Master of Business Administ 

e MB.A.- International Business 

e M.C.A. (Master of Computer Applicati 

• M.Tech. Structural Engineering 

e M.Tech. CAD / CAM 

e M.Tech. VLSI Design 

¢ M.Tech. Computer Science and Engineerii 
e M.Tech. Power Electronics and Drives 


• Research Programmes (M.Phil / M.S (By R 
(Full-Time & Part-Time) 
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OFFER ОМ SELECT VARIANTS 
TILL STOCKS LAST 





BEING ORGANISED 15 ABOUT HAVING THE RIGHT TOOLS 
Organising yourself for success is the first step in achieving what you want and making the most of every opportunity 
Let INDIA TODAY DIARIES & PLANNERS inspire you in your journey 





YEAR BOOK DIARIES PLANNERS NON-DATED SUCCESSORIES GIFT SETS 

The Hallmark of Leaders Accessories for Success Organisation on the Go Jniqueness in Thought The Differentiation Fa 

* Inspirational leadership * Formats and sizes to suit * Superior quality jackets * Planners & Note Books • Diary set ~ set of 3 diz 
quotes individual lifestyles or * Imported clips * Handy, catchall for * Bonded Leather Diary 

* Gold embossed cover business needs * Calculators, cellphone conferences, travel etc. with executive wallet 

* Gilt edged pages * Aesthetically designed case, visiting card holders * Vibrant colours * Planner set 













STIC ONS 
Rs.600 - 1595 Range: Rs.245 - 795 


TRAVEL COMPANION 


nge: Rs.695 - 1200 Range: Rs.99 - 675 Range: Rs.1200 - 2195 


AUTHORISED DEALERS AND DISTRIBUTORS : 


NORTH ZONE Manish Kumar Srivastava, Ph.: 9873437363 E-mail: manish.srivastava@intoday.com, Sharad Khanna Ph.: 9873626662, sharad.khanna@intoday.com 

New Delhi Quill Stationery & Office Supplies (P) Ltd. Ph.: 011-23417054/41513132/23418140/9810499446; Crossword Bookstores Ltd. Ph.: 011-46098500 Agra Cant The Modern Book [ 
Ph.: 0562-2225695/9760062181 Aimer Geeta Pustak Bhandar Ph.: 0145-2431135/ 8890106148 Allahabad New Pen Store/Nagar's Store Ph.: 9839920232; Teknix Ph.: 9335112168/ 
9415215397 Amritsar Chimni's Ph.: 9814038639: Pt. Beli Ram & Sons Ph.: 0183-2550285/9815022966/9888384 103 Bikaner Asa Ram Khatri Ph.: 9414339201/7737960762 Chandigarh 
Book Depot Ph.: 0172-2702260/ 2702594/9815083780; English Book Shop Ph.: 0172-2721184/9814110136 Dehradun The English Book Depot Ph.: 0135-2655192/2710958/2658730; Bc 
World Ph.: 0135-2655845 Faridkot Gupta News Agency Ph.: 01639-251328 Gorakhpur Student's Corner Ph.: 0551-2330337/2338059/2338700/9305660526 Hoshiarpur Ghuman News A 
Ph.: 01882-233335/9356158452 Jaipur Rajesh Manish Agencies Ph.: 0141-2326019/946107007 1/9829139626; Delhi Stationers & Printers Ph.: 0141-4013515/ 9828104491 Jalandhar K 
Book Store Ph.: 8968972171/ 9888241085 Jammu Sadhna Pen Store/Kumar Pen Store Ph.: 0191-2578432/9419135033/9419234225; M/S Sahitya Sangam Ph.: 0191-2562191/ 941919 
9419124434: Sahitya Sangam Book Point Ph.: 0191-2471205/9419143088; Jhansi Variety Book House Ph.: 0517-2471312/2470312/ 9415073363 Jodhpur Latest Magazine Centre 

Ph.: 09314710365/ 09314332111; Rathi's Media Centre Ph: 8107589141/9414877100; Sarvodaya Book Stall Ph.:0291-2653734/2653735/ 9314985001/9414877100 Kanpur Khandely 
Traders Ph.: 0512-2215989/9336113583 Karnal Reader's Paradise Ph.:0184-2251153/9896255566/ 9896111128. Ramesh Kumar Jain Ph.: 9813223232 Kota Bhandari Stationers 

Ph.: 9414179108/0744-2392876; Chaman Book Agency Ph.: 0744-2323377/2405824/ 9829036318; Oswal News Agency Ph.: 0744-2360578/9352603367 Leh Ladakh News agency 

Ph.: 9878878880 Lucknow Modern Magazine Distributors Ph.: 0522-2611829/9335911140; Universal Booksellers Hazrat Ganj Ph.: 0522-3919708/9839020290; Kalakun; International 

Ph.: 0522-2612783/9452274811; Universal Booksellers Gomti Nagar Ph.: 0522-3234057/9839011437; Universal Book Centre, Kapurthala Ph.: 0522-232964 1/2374548; Universal Book C 
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Spirited Move 


Vijay Mallya gains from the deal with Diageo, but lenders to Kingfisher Airlines 
have little clarity on their 77,000 crore debt. ву K.R. BALASUBRAMANYAM 
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soared 35 per cent on Monday, 
November 12. So far this year, the 
shares have jumped nearly four fold. 
On January 2, shares of USL touched 
a one-year low of 3477.70 on the 
National Stock Exchange. At that 
price, the promoters' 27.8 per cent 
stake іп USL was worth 31,740 crore. 
On November 15, a day before this 
magazine went to press, the compa- 
ny's shares climbed to 11,954.00. 
The deal involves Diageo paying 
15,725 crore for a 27.4 per cent 
stake in USL. This will be done in two 
stages. Diageo will first pay 33,635 
crore to acquire 19.396 of USL. The 
bulk of this will come from United 
Breweries (Holdings) Ltd, the group's 
holding company, and Kingfisher 
Finvest, a promoter group company. 
In the second stage, USL will issue 
new shares equal to 10 per cent of its 
expanded equity base to the UK com- 
pany. Diageo will then make a man- 


STEEP CLIMB 


The share price of United Spirits has 
jumped nearly four fold in 2012 


e 


datory open offer to buy another 26 
per cent from USL’s public sharehold- 
ers. Diageo is aiming for a stake of up 
to 53.4 per cent in USL while Mallya 
will eventually have 13.4 per cent. 

The transaction will benefit the 
industry as well. "I think this will be 
good for the Indian market as Diageo 
will be more focused on bottom line 
rather than top line growth." says 
Kishore Chhabria, Chairman of 
Allied Blenders & Distillers. Chhabria 
had been Mallya's business partner 
and is now a competitor. 

The deal, however, will help little 
in reviving the fortunes of Kingfisher 
Airlines. Analysts say Mallya was 
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pursuing a deal with 
Diageo because USL it- 
self requires capital and 
has a debt of 38,300 
crore. [n fact, UB (Holdings) 
and Kingfisher Finvest have 
pledged almost their entire stake 
in USL to take on loans. The 
entire amount raised from the 
deal will not be used to revoke 
all those pledges. This is because the 
deal was struck at a price higher than 
the value ofthe pledges, say analvsts. 
Mallya will have some cash left 
over even after revoking the pledges. 
but he might not pour this into his 
airline. "Mallya is not naive to use 
the money he got from the deal to 
pay off Kingfisher's liabilities," 
says R. Ramakrishnan, an in- 
dependent chartered ac- 
countant in Bangalore 
who has analysed 
Kingfisher finances. 


Notes: *On Septem- 

ber 24, UB 
* Group апа Diageo 
irst disclosed that they 
were in talks for a deal 


** On November 9, UB Group 
d Diageo announced the deal 
at a price of 1,440 per share 


*** Shares touched a one-year high 
on November 15 


À 05440 












: Investors 
have few details about 
the pledges. "We have no clue :o 
whom these shares have been 
pledged and how much loans raised,” 
says Shriram Subramanian, 
Managing Director at InGovern 
Research Services, a proxy advisory 
in Bangalore. “Deconstructing the 
group's holdings. cross-holdings and 
share pledges is a complex exercise." 
IDFC's Vora wonders why banks 
did not enforce the collateral and 
force the UB Group to sell its entire 
stake in USL to recover their loans. A 
senior official at a state-run lender to 


(^ Kingfisher says banks did 


not intervene during talks 
For more, go to 


businesstoday.in/faq-usidiageo 












between UB Group and Diageo as they 
did not want the deal to be derailed. 
“The banks get nothing if Diageo had 
walked out of this,” he says. The offi- 
cial adds that banks will pursue a 
strategy to help revive the airline and 
recover their dues. “That strategy 
may or may not work, but we are 
taking a risk,” he says. State Bank of 
India Chairman Pratip Chaudhuri. 
however, has said Kingfisher “will not 
fly" ifit does not bring in fresh equity 
by November 30. 

People tracking Mallya's busi- 
nesses believe he is unlikely to take 
any step in haste to revive Kingfisher. 
“Т will do what is best for Kingfisher 
at the appropriate time.” he told 
NDTV television network after the 
Diageo deal. Lenders to Kingfisher, 
meanwhile, are likely to take a big hit 
given the airline's woes. Ф 
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Hope 


India expects the recent change of guard 
in China to usher in more equitable trade 
relations between the two countries. 

By RESHMA PATIL 
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һе once-in-a-decade leadership tran- 

sition in Beijing, at the 18th 

Congress of the Chinese Communist 

Party (CCP) held from November 9 

to 14, may also mark a change in 
the way the world and next-door India do business 
with the world’s second-biggest economy. 

The 10-year tenure of China's prospective 
President and military chief Xi Jinping, 59, and 
Premier Li Kegiang, 57, starts in the midst of an eco- 
nomic reforms debate roiling the CCP. 

Outgoing president Hu Jintao signalled change in his 
address to the Congress. "We should follow more closely the 
rules of the market and better play the role of the government," 
he said. Beijing's policy shifts in the next decade will reveal if 
China and India, Asia's two largest nations, can ever forge a 
meaningful economic relationship. 


1LSINS 


$575.70 





What prevents better economic ties? “Market access for million" 
Indian companies is a major concern," New Delhi's envoy in : 
Beijing, S. Jaishankar, said at the inauguration of an 'India Show' Total Chinese 
in Beijing last month. India's bilateral trade deficit, he added, was investments 
"difficult to sustain or to defend". (See Widening Gap.) Jaishankar in India 


(*till December 2011) 


$441.70 
million 

Total Indian 

investments 
in China 


(Source: Embassy of India, Beijing. 
Data for 2012 from Jan-Oct) 


had said the same thing three years ago. “Nowhere else is our 
export so dominated by commodities and raw materials.” 
Beijing's future India policy, currently erratic, will determine 
the more significant investment relationship as well. China stra- 
tegically invests more in Brazil than across the border. India in- 
vests more in South Korea. Cumulative Chinese investments in 
India and vice versa until last December were less than a billion 
dollars each. Negative cross-border perceptions further curtail 
investment priorities. The global research firm, Pew Research 
Center, this year found that 62 per cent Chinese polled had a 
negative view of India. Similarly, only 24 per cent Indians think 
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China's rising economy is a “good thing” for India. 

Indian corporate entry into China in the last decade 
coincided with Beijing's expansion of state-owned enter- 
prises at the cost of the private sector. The Chinese market 
remains skewed in favour of domestic companies. Thus 
India’s top software majors have had only sporadic success 
in striking deals with Chinese public sector units. 

Certainly, India is not the only country affected. 
Western majors have been complaining louder than India, 
demanding a level playing field. China's total trade surplus 
in October hit a 45-month high of $32 billion. In his latest 
book No Ancient Wisdom, No Followers Beijing-based au- 
thor James McGregor details how "authoritarian capital- 
ism" has created "a climate of fear among western multi- 
nationals" in China. 

The World Bank's China 20 30 report this vear warned 
that a "biased business environment" of state monopolies 
"can jeopardize fair competition”. "China needs to shift... 
from direct state intervention to more reliance on markets 
and entrepreneurship, and from absorption of technologies 
to innovation,” it said. A top think-tank of the State Council 
(the Chinese Cabinet) collaborated to produce the report. 

Signals of a policy 
rethink have leaked 
before the succession. 
“The aggressive ex- 
pansion of state- 
owned enterprises will 
slow down under the 
new administration,” 
says Yuan Yue, 
Beijing-based CEO of 
Horizon Research 
Consultancy. The 
Indian corporate com- 
munity in China too is 
hopeful. “We need to 
wait at least six 
months to understand 
the changes," says 
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Set for Сһапде: lll Jat the 18th Congress of the 
Chinese Communist Party in Beijing 


tee India's Deficit 


T China-India Trade 
Numbers in S billion 


source: Embassy of India, Beijing. Data for 2012 from Jan-Oct 


of the сп India Business Forum in China. "Opportunity 
definitely exis:s in the IT, pharmaceuticals and specialised 
manufacturing industry.” 

Xi and Li will face opposition in steering away from 
state capitalism, which made the party elite wealthier. 
Premier Wen Jiabao's earlier calls for reforms went un- 
heeded. His presumed successor, Li, is an economist who 
once termed China's gross domestic product data “man- 
made". Xi's best-known comment is not about reforms; in 
2009 he mocked the “finger-pointing...(of a) few foreigners 
with full bellies and nothing better to do". Xi has a legacy 
of market reforms in earlier positions he occupied, but as 
China's most powerful man he will first focus on sops to 
tackle domestic imbalances. such as the rich-poor gap and 
the persistent price rise. 

No doubt, Indian businessmen will have to scale the 
great wall on their own. So far, the Chinese see Indian firms 
as uncompetitive. The average Chinese consumer is disin- 
terested in, and ignorant of, the Indian economy. India 
lobbied for years to sell cars and auto components in China, 
the largest car market today. Finally, Tata Motors-owned 
Jaguar land Rover is preparing to produce cars with Chery 
Automobile near 
Shanghai. 

"The opportunity 
lor business will be 
there as long as 
Indian 
makes the effort to 
understand the 
Chinese market and 
build right products 
and capabilities," says 
Vellamore. "It can't be 
that ‘I have a product 
and I will sell it in 
China’, ® 
(The writer iS is a 
former China corre- 
spondent and author of 
a forthcoming book on 
China-India relations. ) 
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NH943 departs 2 hours earlier from 13^ December, 2012 to 21* January, 2013 
Flight Schedule to USA (4^ November, 2012-9" March, 201) yS 
Delhi —— USA 
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The flight schedule is subject to change without prior notice. 

"We now announce the inauguration of Tokyo (Narita) - San Jose service 5 flights per week we T 11" January, 2013 
Subject to government approval. 

Tokyo (Narita) - Seattle and San Jose are operated by Boeing 787 Dreamliner, 
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K.V. Kamath is widely credited with transforming ICICI 
Bank into a financial powerhouse, servicing the diverse needs 
of its retail and corporate clientele. In an exclusive interview 
with Govindraj Ethiraj on the show Bottomline, airing on 
Headlines Today*, the Chairman of ICICI Bank and Infosys 
spoke on a range of issues — from the macroeconomic challenges to the problem of 
crony capitalism confronting India. Edited excerpts: 





What do you think led to the adverse factors 
we are seeing today – despondency, 
slowdown... and consumption not 
happening at the pace we expected? 

| think it is a combination of things over the last two 
vears. We have seen an increasing tendency of India be- 
ing impacted by global events. So. I think we need to keep 
that in context, particularly the events across Europe. 
Yes, nearer home, I think there are a whole lot of issues 





such as the ability to do business, ability to get land, abil- 
ity to get clearances on the environmental side, mineral 
rights, airwave rights and so on. So, this created negativ- 
ity and I must say that, in my 16 years here, this level of 
negativity is probably the worst I have seen. Then vou 
have a situation where inflation has remained persist- 
ently high and interest rates have remained high. 





(^ In 1996, when you changed ICICI Bank, 


For a more detailed interview go to 
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ILLVM. Kamath 


you were looking at, perhaps, similar 
situations of growth and surely much, 
much higher interest rates. There was no 
clarity on what was going to happen in the 
country in terms of opportunity... 

In 1996, it was very clear things had to get worse before 
they would improve and the actual situation on the 
ground was far more difficult than we have today. We 
had very high inflation, in double digits, interest rates at 
18 to 20 per cent, NPAs (non-performing assets) just 
starting to rise consequent to the opening up, Indian 
companies not scaled right, pur- 
chasing power just not there be- 
cause we were probably at $300 
per capita income. So, my assess- 
ment is that today we are much 
better off than in 1996. 


For the entire 2000 period 
we bet on enterprises and 
entrepreneurs who did 
business in a certain way 
and achieved success in a 
certain way. Perhaps those 
are not the right kind of 
entrepreneurs or 
practices... 

It is a very interesting question. | 
would look at three aspects here. 
Are entrepreneurs identifying cor- 
rect projects, are they executing 
them right and is there a market 
out there which can absorb what 
they can produce? Most of our en- 
trepreneurs have shown that they 
can actually execute products at 
speed and get the product to mar- 
ket also at speed and unlike in the 
past, within cost and within time. 
So, I think the entrepreneurs, and 
their abilities to do these things. 
are different from what they were 
15 years back. What I think has 
not changed is that there has al- 
ways been rent seeking. Even the 
licence raj was a rent seeking raj 
and at times, in some businesses, 
that has carried over. I think there 
is a settling down or better still a 
shaking out that is happening. 
When I take stock, when a coun- 
try has grown rapidly like we have 
done and there has been entrepre- 
neurial zeal and momentum | 
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think some o! these rent seeking things tend to happen. 


Banking and IT, the two worlds you are 
involved with, were not industries that were 
considered growth drivers as such, maybe 
even a decade aqo or a little more than 
that... 

Yes, I think there was a misconception a decade ago that 
except manufacturing, nothing is an employment 
generator. I think, what is now proven is there are a 
number of service sector industries, whether it is the 
knowledge industry. whether it is 
banking, media, retail, entertain- 
ment, travel, tourism — І can go on 
and on — which are going to be the 
employers of the future. They will 
employ a large number of what 
can be perceived as white collar 
(workers). More importantly, for 
every job created in these indust- 
ries, they create three to four other 
linkage jobs. So. the overall 
employment potential becomes 
very huge. If across these industries 
a million jobs are created, vou can 
expect another three to four million 
jobs created through linkages. So 
to me, it is extremely important 
we keep that engine going. this 
growth going, because if we don't 
you will have other consequences, 
the social consequences of not 
creating jobs for a mass of 10 
million people coming into the job 
market every year. 


What is going right 

for us? 

| think what is going right are 
some steps we took or put in place, 
maybe going back 10 to 12 vears. 
I think the road projects that were 
started then have become the 
backbone of the country. 
Thereafter. a whole lot of infra- 
structure development, in power, 
in network of roads in rural India, 
all those I think have become the 
new drivers which are unheralded. 
You are not talking about those. 
but that's what kept us going. 
Thereafter, I think it is the effi- 
ciency that Indian business has 
built into day-to-day working 





which is keeping us going. Scale has been built up, costs 
have been cut down, quality has been improved, new 
products have been introduced. The third aspect is that 
rural India is alive and ticking. Certain things are now 
discordant in this. Very high interest rates strike a discord- 
ant note. It impairs the ability of a person to afford (things). 


The whole question of crony capitalism — 
the linkages between business and politics. 
Have we reached a point where things can 
only improve? 

Again, I think, we need to look at history, since we always 
ran a licence raj and that gave an opportunity for this in 
a much larger context. Today. you are seeing the same 
thing happening in the context of allocation of certain 
resources with the government, and we are also seeing 
the checks and balances we have in our system coming 
to the fore. I think we should allow these checks and bal- 
ances to happen and they settle these issues on their own. 
Frankly, if you ask me these have already happened. I 
don't think anyone today wants to mess with the system 
knowing the consequences. 


You have been making a very strong case 
for lowering interest rates, probably talk- 
ing about a 100 basis points cut. Is that 
feasible? 

You see, there are certain changes happening which we 
need to understand and that's why I am suggesting that 
let us see what happens if interest rates are dropped. Does 
it actually take inflation up? We always have the ability 
to hike the interest rates again, because, we are managing 
the financial sector so well, we have the ability to very 
quickly correct it, if it appears to be getting out of hand. It 
is not going to get out of hand. 


When could things start turning around? 
If vou look at the last 15 days to a month [the interview 
was conducted in October]. the capital market in India 
is running contrary to signals, is running contrary to 
what we read in the media, is running contrary to the 
mood of entrepreneurs I have personally talked to, is 
running contrary to even, you know, the fulfilment of 
aspirations of the common man of India. But, І have 
seen that the market always reads right. The market is 
clearly listening to something which we are as yet not 
getting any feedback on. So, my way of looking at it is, 
why shouldn't we also take those signals and do what- 
ever it is we can to accelerate the change that is required 
in terms ofthe growth of the Indian economy: € 
*Business Today and Headlines Todav are 
part of the India Today Group 
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indian equity research reports are notoriously timid, 
but Canada's Veritas is showing the way. 
By G. SEETHARAMAN and SUMAN LAYAK 





businesstoday.in/research-issues = 





very night when Saurabh corporate governance concerns about the grow) 





Mukherjea, head of institutional management. The report came out on August 8, and 
equities at broking firm Ambit on the same day Indiabulls filed two police complain 
Capital, leaves his office in central Gurgaon and Mumbai alleging Veritas had tried to exto 
"Mumbai for home, he remembers a money by offering to delay the report's release 
chilling phone call he got two years What followed was an ordeal for Mangal. T] 
ago. "We know which route you Haryana police asked him to send his representatis 
take to go home. Аар ko andaza na- | Gurgaon. Thereafter, he was asked to appear in perso 
— in hain hamari taaqat kitni hai (you Fearing arrest, Mangal applied in a Gurgaon district cour! 
have no idea how powerful we are)," he was told. The for anticipatory bail, which was denied on August 2 3 | 
warning followed a report his research team had released then approached the Punjab and Haryana High C 
a few days earlier recommending clients sell a company's but the judge hearing the case, Justice Daya Chaudhar 
shares, pointing to its weak financial performance. recused herself on September 24. Finally, another hig 
It is not the only such threat Mukherjea has received court judge granted interim anticipatory bail to Mange 
- he got one as recently as in October. Nor is he the only on November 6. Speaking to Business Today froi 
one to get them. Nick Paulson-Ellis, India head of Espirito Singapore, Mangal said this experience was a firs’ 
Santo Securities, part of the Portuguese financial services him. Monga adds, "No one has filed a criminal char; 
group. recalls an incident three years ago when his firm against Veritas in its 12 years (of existence). Evervor 
came out with a report questioning the accounting prac- Veritas is surprised.” 


tices of a Hyderabad-based company. He says the com- 
pany threatened to get him arrested if he ever 
travelled to the city of the Charminar. "If your ana- 
lysts are CAs (chartered accountants), we will get 
them debarred,” was yet another threat. 
Telephonic threats 
can be scary, but legal 
confrontation, criminal 
complaints and the pros- 
pect of time in prison can 
be scarier. Nitin Mangal, 
a consultant for Canada- 
based Veritas Investment 
Research Corporation, 
faces just that fear every 
day. Indore-based Mangal 
had worked with Veritas 
Executive Vice President 
Neeraj Monga on a report 
on three companies of the 
Indiabulls Group. It raised 


Ambit Capital's Saurabh Mukherjea 

recalls a phone call he got two years 

ago. "We know which route you take tO . | 
o home. Aap ko andaza nahin hain hamari 
aagat kitni hai," he was told 


Where the mind is not fearless 
Intimidating research analysts is par lor thi 
course in India. While both Mukherjea of Am! 
and Paulson-Ellis of Espirito stress that they d 
not back down from their 
work, it worries then 
do not want to put 
family and colleagues а! 
risk,” says Mukherie 
Ambit generally avok 
covering companies wit! 
doubtful accounting 
corporate governan« 
practices. It does 
track 10 of 50 companies 
that comprise the benc} 
mark Nifty index of tl 
National Stock Exchans 
because, in its view, th 
do not rank high on : 
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“Companies are very explicit here and 
threaten to not do business with brokerages" 


Nick Paulson-Ellis, Country Head, India, Espirito Santo Securities 





porate governance standards. If asked, Ambit provides 
confidential notes to its clients on the companies it does 


RANK NAME EMPLOYED BY 
SECTORS COVERED 


2 à not cover. It also conducts forensic research on compa- 
Abhishek | Nomura Financial ! 


: x nies. Mukherjea recently wrote a report titled ‘The 
Bhattacharya Banking, Finance debasing of the RBI and the negative consequences lor 


INDIA'S TOP ANALYSTS* R 
` 










F es Deepika JP Morgan Indian banks for Ambit s clients. 

2 | Belani | Energy, Engineering Equity research in India is conducted mostly by 
| ' standalone brokerages, the broking arms of banks and 
| ча Arnab Credit Suisse the local units of foreign banks. With more than 1,600 
3 | Mitra | Consumer Goods analysts from about 1 32 research firms churning out 
30 to 40 reports daily, adding up to 1,000 a month. 
i Bhuvnesh Barclays listed Indian companies should have been under intense 
Singh | Telecom, Media, Computers scrutiny. But that is not the case and researchers are 
| often found parroting the same numbers and arguments 

ES Mano} Edelweiss Securities company managements themselves put out. 
5 Garg | Health Care “Very few analysts say anything different from what 
the company is saving." says Aneesh Srivastava, Chief 
Gautam Prabhudas Lilladher Investment Officer, IDBI Federal Life insurance, for 
Duggad | Consumer Goods, Services whom reading research reports is part of the job. “This 
is why institutional investors like insurance companies 
Aman ICICI Securities or mutual funds have their own research teams.” Sanjay 
T | Daga Auto, Engineering Sinha, a former chief investment officer at SBI Mutual 
; Fund, who now runs his own investment advisory firm, 
Amit Quantum Securities says that though analvsts' reports are exhaustive, the 

Rane Banking, Chemicals conclusions are not always logical. 

: “Analysts may also have conflicts of interests," says 
Venil ICICI Securities Amardeep Lakhtakia, an entrepreneur whose website 
Shah | Engineering, Auto www. milkorwater.com ranks analysts based on the ac- 
| curacy of their reports and how often they review their 
Amit Edelweiss Securities recommendations (See India's Top Analysts). “These 
Mahawar | Energy, Engineering reports and recommendations can move the markets 





and need to be tracked.” Lakhtakia adds. 
R. Balakrishnan. a former head of research at 


*According to www.milkorwater.com. The analysts are ranked on the basis of their 
recommendations and related stock price movements 
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Indiabulls alleges Veritas tried to extort — . 
money to suppress a report. Veritas 
denies it ever contacted Indiabulls 


the erstwhile DSP Merrill Lynch, says no in- 
vestment banker wants a negative report from 
the brokerage arm on a company he may be 
trying to sell. "There is no Chinese wall,” he adds, 
referring to the distinction brokerages and invest- 
ment banks claim to maintain between their re- 
search and other businesses. 


Cat among the pigeons 
The cosy arrangement of "see-no-evil, speak-no-evil" in 
India was shaken in July 2011 when Veritas started 
analysing large Indian companies. Veritas is among a 
handful of independent research firms (see In Search of 
Truth on Page 56) which do not have any broking or 
investment banking operations. Its first report on 
Reliance Communications (RCom) and how it was cre- 
ated by Reliance Industries shook investors. In June 
2012. it brought out a second report on RCom. It has also 
released reports on Kingfisher Airlines and its parent, UB 
Holdings. and real estate giant DLF, castigating some of 
their practices and performance. 

All the reports recommended investors sell their 
stocks in these companies. Shares of Reliance 
Communication and Kingfisher Airlines fell 2.4 per 
cent and 2.8 per cent, respectively, during the day 


TAKING STOCK 










when the first reports by Veritas were released. RC 

declined more than seven per cent when the seconc 

port came, DLF plummeted more than 12 per ¢ 
intra-day on March 1 this year, as did the tł 
Inciabulls companies on August 8. 

Since the release of the first Veritas rep 
RCom is down 33 per cent, compared with a one 
cent drop in the Bombay Stock Exchange's ber 

mark Sensex. Kingfisher is down 44 per cent (Ser 

up 12 per cent). DLF is down 2.5 per cent since Me 
(Sensex up five per cent). Indiabulls Real Estate . 
Indiabulls Financial Services have bounced back ~ t 
| shares are up 26.5 per cent and 10 per cent, respectiv 
|! compared with the Sensex's five per cent rise. 

RCom dismissed the reports. After the sec 
Veritas report. the company said in a statement that 
report was full of "factual inaccuracies and base 
allegations." It also said Veritas was "systematic 
working to destroy confidence in Indian capital mar 
through sensationalist reports". 

Monga defends the reports: "Veritas and I stan 
the language we use." 
| When contacted for this article. a DLF spokesper 
| told Business Today the Veritas report was "presu: 
tive and mischievous”. Indiabulls said on Аш 


تی ن САНААДА‏ —————————————————— 





What Veritas said about companies and how their share prices moved 
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SS RODE 
Veritas said in a July 19, 2011, report that 
RCom was the poster child of everything 
wrong with Corporate India. It released 


another report on June 18, 2012 
B One-year high and low 
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Veritas said in a September 12, 2011, report 
that Kingfisher Airlines and parent UB Hold- 
ings were on the verge of bankruptcy 
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Veritas said in a March 1, 2012, report 
DLF had faltered in executing its vision 
a conglomerate since its IPO in May 20 
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"If auditors were to take a forensic 
approach, costs would increase manifold" 


Jamil Khatri, Global Head of Accounting Advisory Services, KPMG 


5 that Veritas released its 
"false and incorrect reports 
on different dates for difler- 
ent sets of people for the sole 
purpose of profiteering in 
more ways than one’. 
Indiabulls went a step 
further. Its management 
had come to know of the 
report Veritas was prepar- 
ing. It asked Prashant 
Periwal of Altima Partners. 
a London-based fund, to 
contact Monga for subscrip- 
tion details for Veritas's India reports, according to the 
police complaint, dated August 8, 2012. filed at Udyog 
Vihar police station in Gurgaon. Monga apparently 
emailed Periwal offering to hold back wider release of 
the Indiabulls report by a day and let Periwal look at it, 
if he confirmed his subscription for $40,000 (about 
421.6 lakh) for the rest of the year. This email formed 
the basis of Indiabulls's complaint of extortion. 
Michael Palmer, founder and President of Veritas, 
rejects the allegations. "We sincerely hope that the in- 
vestigative agencies will see through the charade em- 
ployed by Indiabulls, and will apprise the courts of the 
malicious character of the allegations against us," he 
told Business Today in an email interview (see the full 
interview on Page 60). "We believe that our endeavour 
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to highlight corporate gov- 
ernance infractions will be 
looked upon favourably 
and, therefore, such arm 
twisting will be thwarted in 
the Indian courts.” 

Critics argue Veritas's 
method of releasing reports 
is akin to market manipula- 
tion. It sometimes first re- 
leases its reports to paving 
clients, who can thus build 
up their positions. It then 
provides a summary of the 
reports to a wider audience a few days later. The wider 
release often moves the stock price. The clients can take 
advantage of this share movement to make money. For 
a retail investor, the situation may seem unfair as the 
price of a share he holds would have moved before the full 
paid report trickles down to him — perhaps after months. 

Veritas's practice of not talking to company manage- 
ments before finalising its reports is also being questioned. 
Gagan Banga, CEO of Indiabulls Financial Services, who 
refuses to discuss the Veritas issues, picks his words care- 
fully when he says he welcomes discussions with ana- 
lysts. “Knowledgeable analysts can be extremely helpful 
and can provide a wider perspective," he says. Ambit's 
Mukherjea feels this breaks an "unwritten rule" that 
brokerages should seek a company's view before releas- 
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In a report released on August 8, 2012, Veritas The report said that disclosures at Indiabulls It said that the sole purpose of Indiabulls Real 
raised corporate governance concerns about Real Estate and Indiabulls Power were unreliable Estate was to bilk investors for the benefit of 
the management of the Indiabulls group select insiders 
ll One-year high and low *Closing share price before the Veritas report **Closing price on the day of the report 
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“Reports like those released by Veritas do 
yeoman service to the cause of investor awareness" 


V.K. Sharma, Head of Private Broking and Wealth Management, HDFC Securities 


ing a “punchy” report with a 
sell recommendation. 

But Veritas has a diflerent 
opinion. "Financial statements 
are approved by the board. 
Managements conduct four 
quarterly calls or meetings 
with analvsts. They provide 
information at annual general 
meetings and during road 
shows, so there is no real need 
to approach a company,” says 
Monga. Mukherjea disagrees. 
"There are different prisms 
through which you could view a set of financial data and 
there could be many interpretations of it,” he says. 


Others join in 
The year 2012 has seen other analysts get pugnacious 
as well. Australia's Macquarie Capital questioned what 
it called the "aggressive" accounting practices of home 
loans company Housing Development Finance 
Corporation (HDFC) while Zurich-based Credit Suisse `$ 
Indian arm raised concerns about JSW Steel's debt. 
Espirito Santo questioned the independence of the audi- 
tors of education services provider Educomp Solutions 
and the accounting policies of biotech giant Biocon. 
All these companies have rebutted the allega- 
tions. HDFC said Macquarie had not verified facts 
with the company. Biocon said its accounting 
practices complied with global standards. Educomp 








called Espirito's views "sensa- 
tional" and said compliance 
with the highest standards of 
corporate governance was its 
"utmost priority’. 

Though all these questions 
were raised by India brokerage 
arms of foreign financial insti- 
tutions, analvsts are not al- 
ways consistent. On July 6 this 
year, for instance, Credit 
Suisse said JSW Steel's debt 
was “understated by 119 bil- 
lion". Three davs later it said 
in another report that it had not implied there was any 
"deliberate understatement", but that it only felt the 
debt was "effectively higher". 

Neither Credit Suisse nor JSW responded to queries 
on whether there was any contact between the two 
after the first report was released. 

Raamdeo Agrawal, Joint Managing Director at 
Motilal Oswal Financial Services and one of the earliest 
movers in equity research in India, notes that global 
brokerages can hardly put out reports far better than 
Indian ones, considering many of the analysts at the 
foreign firms were earlier with local brokerages. 

Espirito's Paulson-Ellis, a Briton who has worked 
in Mexico and Brazil, savs analysts in India are too 
deferential in analyst meetings. Monga says they 
“accept things are not kosher but are not doing 
enough to change it.” 


IN SEARCH OF TRUTH Independent research firms are slowly gaining prominence 


Veritas Investment Research - Veritas 


Un 
< 
— 
ad 
LL) 


INVESTMENT RESEARCH 





means truth in Latin - says on its 
website that it has "no underwriting 
biases and no trading constraints". 
That, in essence, defines an independ- 
ent equity research (IER) firm. As 
opposed to a brokerage or an invest- 
ment bank, an IER firm earns revenue 
only by selling its research reports to 
institutional clients. 

These firms have gained prominence 
only in the last couple of decades, 
though they have been around for 
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quite a while. The New York-based 
Argus Research, for instance, was 
founded in 1934. The London-based 
Arete was founded in 2000. Stock 
exchanges have helped in the develop- 
ment of IER firms. In 2008, the London 
Stock Exchange launched an initiative 
with Argus and two other IERS, Pipal 
Research Corporation and Interna- 
tional Investment Research Plc, to 
encourage research on companies 
listed on the LSE and its Alternative 
Investment Market, a trading platform 


for smaller companies. 

In India, the National Stock Exchange 
has a similar initiative with Crisil IER, 
launched in 2009, to track certain 
companies not widely covered. The 
Mumbai-based IRIS Business Services 
started an IER firm in 1995. Equity 
Master was started in 1996. Another 
firm CNI Research is listed on the In- 
dian bourses. But these firms have not 
become very prominent. "Independent 
research in India is not very scalable," 
says IRIS co-founder K. Balachandran. 
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"So long as you are not writing irresponsible, 
irrational reports, it is fine" 


Raamdeo Agrawal, Joint Managing Director, Motilal Oswal Financial Services 


Nischal Maheshwari, head of re- 
search at Edelweiss Securities, disa- 
grees. "We do ask difficult questions 
and our reports are among the best in 
the world both in terms of valuation 


models used and understanding of 


businesses," he says. 

Paulson-Ellis also says that compa- 
nies are very explicit here. "If a nega- 
tive report is written, the company 
management gets in touch with the 
promoter of the brokerage and threat- 


ens to not do business with them." Vinod Sharma. 
Head of Private Broking at HDFC Securities, recounts 
how almost immediately after a discussion on a televi- 
sion channel, he got a call from an investment-banker 
friend chiding him for asking investors to stay away from 
a shipping company’s initial public offering. 

Indiabulls's Banga does not feel anything is seriously 
wrong with India. He savs that disclosures by companies 


“WE ARE NOT INFLUENCED BY OUR CLIENTS Г" 


Neeraj Monga, Executive Vice 
President, Veritas Investment, talks 
about the ‘sensational’ language of 
Veritas's reports and other issues, in 
a phone interview with Business 
Today. Edited excerpts: 


Which Indian companies do 
you track? 

We look at the BSE 100 companies. 
We look at the accounting integrity 
and quality of management of com- 
panies. We write on an Indian com- 
pany only once a year as we don't 
rely on the kind of skeletal disclo- 
sures companies make every 
quarter. We rely mostly on the 
annual report. We are influ- 
enced neither by our clients nor 
by the companies we write on. 


Some analysts say 
your reports do not 













= 






have anything new. 

That's a typical response from India. 
Why is it then no one puts out a re- 
port like we did? 


You're accused of using 
sensational language in 
your reports. What are your 
thoughts on that? 

Veritas and I stand by the lan- 
guage we use. In India, debate is ab- 
sent in public life. Most hard-hitting 
stories questioning India's growth are 

not done by Indian news organisa- 
tions. Why are we accused of 
using sensational language 
when the Indian media uses 
so much of that? They had 
headlines saying 'Neeraj 
Monga asked for 
money', with- 
out even stop- 
ping to think 


are improving, partly because foreign 
investors are willing to pay a premium 
for well-governed companies. "In regu- 
lated businesses today, financial report- 
ing is as per global standards and the 
quality of investor meets and confer- 
ence calls is also very high." 

Motilal Oswal's Agrawal says 
companies have long memories and 
always remember when a particular 
analyst put a ‘sell’ rating on their 
stock. "But they are maturing,” he 


adds. “So long as you are not writing irresponsi- 
ble, irrational reports, it’s fine.” 
However, Shriram Subramanian, Managing 
Director. InGovern Research Services, a Bangalore- 
based proxy advisory, calls the research environment 
in India “incestuous” because of the relationship be- 
tween companies and brokerages. “They (analysts) just 
don't want to call a spade a spade.” Proxy advisory firms 





why I would put my career and repu- 
tation at stake for a paltry $50,000. 


Why do you not take a 
company's view before you 
put out a report? 

Why should we? All the financial 
information is available in the public 
domain. Managements conduct 
quarterly calls or meetings with ana- 
lysts. They provide information at 
annual general meetings and during 
road shows, so there is no real need 
to approach a company. 


Have you ever received 
threats because of a report 
you published? 

No, not till Indiabulls filed the case. 
In case of Kingfisher, they put out a 
statement explaining their position. 
That's how intellectual debate 
grows. That served the purpose. 
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such as InGovern have brought ina 
new dimension in tracking compa- 
nies in India over the past two years. 
They question company manage- 
ments on corporate governance is- 
sues and advise shareholders on how 
to vote on resolutions, 

Why do company auditors not 
raise the kind of questions that re- 
search firms such as Veritas pose? 
Ambit's Mukherjea says his team 
adopts a forensic approach to re- 
searching a company that goes be- 
yond paper evidence and involves 
talking to customers, suppliers and 
other stakeholders. It costs more, too. 
“If auditors were to take a forensic 
approach, the costs would increase 
manifold,” says Jamil Khatri, Head of 
Global Accounting Advisory Services 
at KPMG. Obviously, costs escalate for 
research companies as well when 
they take a 360-degree view. (All the 
Big Four accounting firms in India ~ 
KPMG, PricewaterhouseCoopers, 
Deloitte. and Ernst & Young — have 
set up forensic accounting arms.) 

Did Veritas achieve much beyond 
generating controversy and inviting 
trouble for itself? HDFC Securities’s 
Sharma says reports like those by 
Veritas do "yeoman service" to the 
cause of investor awareness. On an 
earnings call hosted by Indiabulls 
Financial for analysts on October 22, 
there was a discussion on the loans 
extended by the company to its 
Employee Welfare Trust, which was 
one of the issues Veritas had raised. 
But, beyond such discussions, will 
Veritas's efforts change the way 
Indian analysts are going about their 
work now? Will it change the culture 
of silence? Unlikely. "We are brokers 
who exist to help our clients make 
money rather than crusaders with a 
view to change the world." says 
Mukherjea. "We want to dig up dia- 
monds in the dirt, not rake up dirt." Ф 

ADDITIONAL REPORTING 
BY MANU KAUSHIK 
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Michael Palmer, President of the 


Toronto-based Veritas Investment, y 


explains what makes his company's 
research different, in an e-mail inter- 
view with Suman Layak and G. 
Seetharaman. 


What prompted gou t to start 
Veritas? 
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constructively to improving corpos - : 
rate governance in India, and we аге | 
succeeding in our endeavour. We | 
also believe that, in the absence of - 


critical scrutiny, aggressive account- 
ing practices and cronyism at some 


Indian companies could put their | 


shareholders at risk. 


-Do you think independent 


research model is — | 
sustainable in the long run? 
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tion. I believe the problem in India is 
the fear of the establishment, as evi- 
denced by the current prosecution 
against us. | 
We are seeking legal opinion (to: 
find out) whether Indiabulls and its 
so called "sympathizers" have en- 
gaged in fraud through the redaction 


| ofour private e-mail, criminal breach 
Veritas was founded i in 2000, at the E 


ofü trust, criminal haras ment, mali- E 
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uniqt e business model. 






| — ill inspire others. We - 


have already seen many other Indian 
res —— houses follow our footsteps. 





stil. | What i is your view on 
ute | corporate, governance 
standards іп India o oo 
| compared to those in other. 





emerging markets? | d 

Amongst the emerging markets, we 
only cover India and, therefore, I am 
unable to comment on other coun- 


‘tries. It is interesting to note, however, т 
< that the only other country that Ic 


know of where a company has tried — 


te have the state put an analyst in jail —‏ ا 


is China. Unfortunately, they suc- 


< ceeded. However, given that India is 
Yes, if it's accurate and of the highest- 
| possible quality. Given that we area | 
subscription service, and are not | light 
| mark ing agents f for. ‘anyon 


the world’ g largest democracy, we 
















IS FEAR OF THE ESTABLISHMENT 


agencies will see through the charade 
employed by Indiabulls, and will ap- 
prise the courts of the malicious char- 
acter of the allegations against us. 


Do you have many Indian 
clients? 

We do not have any clients in India. 
Our marketing efforts are focused on 
global money managers based outside 
of India. 


There is a lot of criticism 




































about Veritas in India, for its 
sensational language and its 
policy of releasing an 
executive summary of its 
reports a few days after it 
sends its full reports to its 
clients. 

Our reports are fact-based. All informa- 
tion is sourced from publicly filed docu- 
ments with regulatory agencies such as 
the Ministry of Corporate Affairs, 
Registrar of Companies, and other 
statutory bodies. 





The executive summary is i 
released on the Bloomberg term 
worldwide for sophisticated in: 
tional investors, who are our prospec 
tive subscribers. It is meant to show 
case the depth and айе! 
acter of our research. I 
for the general public 
official launch of our Ind 
January 1, 2012, ow 
never been released t 
public. 


Have you ever been sues 
companies that you releas: 
research reports on 

We have never been sued because, in 
Canada, truth is an absolute defence 
and we always ensure tha! 
is accurate. 


our wor! 


Do you always take such i 
tough stand as we haw 

in case of Indian companies 
Our reports are always forthright. О 
calls on Kingfisher Airlines, Timmin 
Ltd, Yellow Media. Royal Gri 
Technologies, SNC-Lavalin. Nort 
Networks, etc, have all been 
versial. Nonetheless, our opinion 
these instances was differentiated 
well-argued and, ultimateh 
stance has been vindicated in the mi 
ketplace. 


Do you believe your rej 

are based on the bes 

most reliable data 
considering people | 
alleged that some 

numbers are incor 

We have checked and dou 

our figures and can find : 

have also had the Indi 

reviewed by senior, independent 
porate counsel in India who affirmed 
that it was of the highest quality. € 


ини 











"6 QC] 0 — 


The Indian banking sector is coping with an increasingly 
risky environment, but there are some rays of hope. 
By ANAND ADHIKARI 
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Baroda Bank Winners 

For the second year, Rana Kapoor wants to Aditya Puri-led HDFC 
the bank, led by M.D. rapidly grow the Bank leads in asset 
Mallya, is at the top bank's retail business quality 
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"OO x our years after 
9 (©) the global fi- 
HH ЎР nancial crisis 
began, India's 
$1,508 billion 
zJ| (182.6 trillion; a 
کر‎ trillion is 100,000 
crore) banking sector 
still grapples daily with 
heightened risk. Banks and borrow- 
ers, both retail and corporate, are 
under financial stress. Indian banks 
have shown resilience, as they have 
a buffer well over the required capi- 
tal adequacy ratio of nine per cent. 
This will help them absorb near- 
term shocks, but deteriorating asset 
quality and slow economic growth 
are hurting their profitability. 

"The risk will keep emerging as 
the environment keeps changing,” 
warns Chanda Kochhar, Managing 
Director and CEO, ICICI Bank Ltd. 
"You have to constantly be in moni- 
toring mode." A veteran banker, she 
gained substantial fire-fighting expe- 
rience as she took over from K.V. 
Kamath in May 2009. 

The industry's performance pa- 
rameters are sobering: the growth 
rate for deposits has crashed from 2 3 
per cent in 2007/08 to 15 per cent 
in 2011/12. Loans and advances 
growth has fallen from 25 to 18 per 
cent. Net non-performing assets 
(NPAs) have risen from one per cent 
to 1.28 per cent. Return on assets, a 
measure of profitability, is down 
from 1.12 per cent to 1.08 per cent 
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Chanda 
Kochhar 
New private banks 
show the older ones 
a few new tricks 
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BEST LARGE BANK 
Bank of Baroda 


BEST MID-SIZED BANK 
YES Bank 
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JPMorgan Chase 
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Axis Bank & Bank of 
Baroda 
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(see Deteriorating Numbers, page 64) 
As if all that isn't pressure enough. 
regulations increasingly require 
banks to set aside more capital. The 
Basel III norms, to be implemented 
beginning January 201 3. will re- 
quire massive capital infusion by 
Indian banks in a phased manner. 
The high incidence of corporate debt 
restructuring in the last couple о! 
years may add to the NPAs in the 
system. Provisioning for NPAs has 
risen from 454,000 crore in 
2010/11 to 174.700 crore in 
2011/12. 

All these developments will in- 
crease pressure on profitability, al- 
though Basel Ш will go a long way in 
building a strong foundation for the 
Indian banking sector. All in all. the 
negatives far outweigh the positives. 

Even as pinstripe-clad bankers 
tighten their belts, Business Today 
and KPMG together raise the annual 
toast to the best in the industry. For 
the second year running. the state- 
owned Bank of Baroda is the best 
among large banks (see Bankina s 
Badshah, page 66). 

A large bank is one with a bal- 
ance sheet of more than 11 trillion. 
In other words, the bank's assets 
investments as well as loans and 
advances — exceed 11 trillion. On the 
liabilities side are capital, deposits 
and borrowings. 

In the BT-KPMG study, the coun- 
try's largest bank, the State Bank о! 
India, has risen from the 2 1st to the 
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Overview 


seventh spot thanks to improved 
operating profits. The second largest, 
ICICI Bank, has jumped to fifth place 
from the 1 3th spot last year. 

The Indian banking sector has 
been insulated from the global bank- 
ing crisis of 2008, but the industry 
regulator is concerned about impor- 
tant large institutions whose failure 
could put the entire sector at risk. 
When this happened globally, gov- 
ernments had to infuse vast 
amounts of capital to save large in- 
stitutions. The Reserve Bank of India 
(RBI) is in the process of classifving 
some domestic banks as systemically 
important institutions that would 
get special regulatory attention. 

Banking institutions worldwide 
are yet to recover from the shocks of 
2008. The net gainers are Chinese 
banks, which advanced in the top 
100 global bank ratings. 

In India. bankers say the chal- 
lenge is to improve operational ећ- 
ciency and risk management. 
"Banks that are agile and proactive 
will be able to mitigate risk," says 
Rana Kapoor, CEO of YES Bank Ltd. 
In eight years, this new private-sec- 
tor bank has built up a balance sheet 
of over 37 3,000 crore. It is the best 
bank in the mid-sized category (see 
Middleweight Champ, page 70). Mid- 
sized banks are those with a balance 
sheet of less than 11 trillion. 

Both Bank of Baroda and YES 
Bank have among the lowest cost- 
to-income ratios at below 0.38. 
Banks are increasingly focusing on 
cost-to-income to protect margins. 
Branches today are a cost centre, 
and front-end technology such as 
ATMs and Internet banking are 
transforming banking in urban and 
semi-urban areas (see The Future Is 
Here, page 82). "Branches are evolv- 
ing to do more value-added busi- 
ness," says ICICI Bank's Kochhar. 

As for risk management, the 
2008 crisis highlighted the prudence 
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of banks in India, which remained 
unscathed. Over the last two dec- 
ades, net NPAs have fallen. The sud- 
den increase after 2008, while not 
alarming, is best nipped in the bud 
by both banks and regulators. The 
corporate debt restructuring mecha- 
nism is full of loopholes, though (see 
Vaulting Past Rules, page 90). 

In this environment of gloom, 
there is still cause for hope. Finance 
Minister P. Chidambaram has asked 
the RBI to speed up the process of is- 
suing fresh banking licences. 

Close to a dozen foreign banks 
have entered India in the last two to 
three years, including the Industrial 
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& Commercial Bank of China and 
the Australia & New Zealand 
Banking Group (see Fresh off the 
Boat, page 86). 

Shikha Sharma, Managing 
Director at Axis Bank, savs the mo- 
mentum for capital investment will 
recover as the reforms recently initi- 
ated by the UPA government kick in. 
"We should see corporate lending 
also pick up." she says. The industry 
has big challenges before it. includ- 
ing financial inclusion, and funding 
for sectors such as agriculture and 
infrastructure. So even if the years 
ahead are not hard, there's hard 
work to be done. € 


Jal А 


а 


—— | ог Т: Lo. we 
"Or more detalis Mail us at 


a 


hs ars „тазе "tmc AN (E o» 
Uc Ё 1са55и! аг се( Л. а ajadi 
4 ê à 


- - 





ete i 2 m Ç f " ^ Ма 2 Lala ¬ 
шап L > iSUTc ECLOT IS CADE CL | са xponen 1 
4 
7 Р | 
- СУ \ "^acarTmc ^i Ta 2 à sor алата * ( 
Allan Ve if J LI ICI Stl U ti X Ls i "A J | сё V 115 


31° October 201; 


* 


jaj Allianz Life Insurance Co. Ltd. 
d. Office G. E. Plaza, Airport Road, Yerawada, Pune - 411006. Reg. No. 116. 


bajajallianz.com | Insurance is the subject matter of the solicitation BIA, 


2) 


Д 








Рог the second year іп a row, Bank of Baroda takes the top slot. 
By G. SEETHARAMAN 


angalore Devdas 
Mallya, 60, 
Chairman and 
Managing 
Director of Bank 
of Baroda (BoB), 
has just returned 
to Mumbai. He had 
been away at his son's 
wedding in his Karnataka 
hometown for a week. "When I was 
there I just switched off from work,” 
he says. "We have such a good sys- 
tem in place that the bank can run 
on auto-pilot." Mallya has the quiet 





confidence of a man used to his bank 
being rated the best. The 104-year- 
old public sector lender has. for the 
second year in a row, emerged 
India's best bank in the Business 
Today-KPMG study, ahead of all the 
seemingly more nimble and market 
savvy private banks that have 
sprung up in recent decades. The 
Union government holds a 54.31 
per cent stake in BoB. 

With his bank's achievement 
speaking for itself. Mallya can afford 
to be modest. “I was lucky to have 
taken over at a time when some 
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policies of my predecessor were al- 
ready in place,” he says. The prede- 
cessor is Anil Khandelwal, who ran 
BoB for three years from March 
2005. and is widely credited with 
infusing it with a vigour uncommon 
to state-run banks. It brought im- 
mediate results. BoB's business dou- 
bled in those three years, with 
Khandelwal also launching a re- 
branding campaign. signing on 
cricketer Rahul Dravid as brand 
ambassador in 2005. He has since 
written a book, Dare to Lead, on his 
experiences at BoB. “Mallya is unlike 
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CONSISTENT PERFORMER: BoB's assets and net profit have risen every year since 2007/08 





Jump in Assets 
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the consistency in leadership 

Mallya, formerly with Bank о! 
Maharashtra, joined BoB in Max 
2008. “Three things have contrib 
uted to our success,” he sa 
“People, process and technology. We 
call it PPT.” His top priority. he adds 
has always been the bank's 4 3.000 
employees. He claims to have met 
nearly half of BoB's workforce dur 
town hall meetings he has attended 
and branch visits. 

The bank has more than 4.000 
domestic branches. The state-run 
bank added 540 branches in 
2011/12 and has opened | 80 of the 
targeted 500 for this fiscal vea 
“Our branches are focused on servi 
ing the customer, be it selling insi 
ance and mutual funds or recover 
of loans," says R.P, Marathe, Genera 
Manager, Planning. 

BoB has also been simplilying 
processes to quicken the pac: 
time-consuming jobs, such as veri! 
ing documents before sanctioning 
loans. Such measures have helped to 
keep its cost-to-income ratio at 38 
per cent, the lowest in the industry 

Besides being the overall winne: 
in our study, BoB also topped thre: 
sub-categories: growth: productivity 
and efficiency: and consistent рет 
formance. The bank's assets climbed 
144 per cent to 14.47 trillion be 
tween 2007/08 and 201 1/1 2 while 
net profit more than tripled to 
15.007 crore. (See Consisti 
Performer). It also has а sizeabl 
overseas business, with the seem 
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Percentage share in gross domestic credit 


at the end of September 2012 
Source: BoB 


accounting for more than a fourth of 
its top line and profit. It has 57 
branches overseas while its subsidi- 
aries have 36. 

Angel Broking analyst Vaibhav 
Agarwal says BoB's decision-making 
in the last few years has been spot- 
on. "They went primarily for opera- 
tional efficiency, and they have a 
strong return on assets," he says. 

Still, BoB needs to work on some 
areas. Its fee income was only 6.35 
per cent of total income in 2011/12, 
compared with 10.85 per cent at 
State Bank of India (SBI) and Punjab 
National Bank's eight per cent. "We 
don't see it as a concern, but as an 
opportunity. With the overall credit 
growth not being much. processing 
fees and commissions on letters of 
credit have not been high,” says 
Mallya. Fee income includes com- 
missions earned on sale of mutual 
funds and insurance products. BoB 
operates India First Life Insurance 
through a joint venture with 
Andhra Bank and the UK's Legal & 
General. Its mutual funds business, 
Baroda Pioneer Asset Management, 
is a joint venture with the Boston, 
US-based Pioneer Investments. 

The bank is corporate-focused 
with loans to large companies ac- 
counting for 37.8 per cent of gross 
domestic credit as of September 
2012. Though asset quality is a 
worry, BoB is the top state-run bank, 
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How the three leading banks fared on key parameters in 201 1/12 


Parameters BoB 
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and third overall, in terms of net 
non-performing assets (NPAs) as a 
percentage of net advances. 

Bank of Baroda's restructured 
assets as a percentage of total aver- 
age loans stood at 3.2 per cent, bet- 
tered only by SBI among large state- 
run lenders. Among all banks, 
Standard Chartered came out on top 
in this regard with just 0.03 per 
cent, "The sector is passing through 
challenging times. The pain will 
continue for some time but we are 
not worried about our asset quality," 
says Mallya. 

Analysts are surprised by the rise 









BoB’s RESTRUCTURED 
ASSETS AS SHARE OF 
TOTAL AVERAGE LOANS. 
ON THIS PARAMETER 
STANCHART PERFORMED 
BEST, WITH 0.03% 
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in bad loans in BoB's portfolio in the 
July-to-September quarter. 
According to an October 22 report 
by Emkay Global Financial Services, 
the bank has reported higher slip- 
pages. or new NPAs, for four con- 
secutive quarters. While slippages 
for July-September stood at 31,470 
crore, it restructured loans were 
19 30 crore, higher than expected. 
"At two per cent annualised for the 
first half of 2012/13, the slippage 
rate now comes nearer to industry 
averages," note Kashyap Jhaveri, 
Pradeep Agrawal and Aalok Shah in 
the report. Angel Broking's Agarwal 


, says asset quality concerns will re- 


main. "These are sector-wide con- 
cerns and not unique to BoB, which 
is better off than other state-run 
banks,” he says. 

Though BoB's capital adequacy 
ratio dropped from 1 3.74 per cent as 
of June 30 to 12.91 per cent at the 
end of September, Mallya is not wor- 
ried. "We don't have any immediate 
capital requirements. We are com- 
fortable.” he says. 

Mallva believes BoB should em- 
body not just the chairman's vision 
but a shared vision of all its employ- 
ees. “Earlier, we sent our best-per- 
forming employees abroad on trips, 
but the response was not good. So 
then we said top performers will get 
to have dinner with the chairman. 
That has worked,” he adds. Ф 


Corporation Bank 
Performing With Passion 


In an era of increasing competition and гар! 
technology, the ability of an organization ti 
depends on continuous innovation in produc 
and services. 




























At Corporation Bank we believe in performi 
to ensure best banking experience. The result 
banking that is designed to meet the ever- 
of our customers. 


Ауа! Kumar 
Chairman & Managing Director, 
Corporation Bank 
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was the first fully Indian-owned 
bank, established in 1865 





Rana Kapoor has taken YES Bank to the top in its category. 
He now wants to rapidly grow the retail business. 


By ANAND ADHIKARI 


Tut ou do not need 
much convinc- 
ing when you sit 
across the table 
with Rana 
Kapoor, 55, 

Founder, CEO and 

Managing Director 

of India's youngest 

private-sector lender. YES 

Bank. You are readily swayed by his 

persuasive manner. Pralay Mondal, 

the bank's head of retail business, 
will vouch for that. Mondal, who 
was previously Head of Retail 

Banking at HDFC Bank, accepted 

Kapoor's offer to join YES Bank at 

their first meeting itself. "The meet- 

ing lasted two hours." says Mondal, 
who took over in June. 

The poaching of this top execu- 
tive from a bigger rival was a clear 
indication of Kapoor's game plan. 
The focus now is on scaling YES 
Bank's retail business. This will not 
be easy, considering the stiff compe- 
tition not just from private-sector 
lenders such as ICICI Bank and HDFC 
Bank but also from a battery of state- 
run banks. But Kapoor is used to 





overcoming challenges. 

[n just eight years since YES Bank 
was granted a banking licence, 
Kapoor has managed to create a 
bank with a balance sheet size of a 
staggering 7 3,662 crore. In the 
Business Today-KPMG study 2012, 
YES Bank has emerged the best mid- 
sized bank, edging out close rivals 
such as Kotak Mahindra Bank and 
DBS Bank as well as last year's win- 
ner, IndusInd Bank. 

YES Bank has also scored highly 
on several parameters. Its asset qual- 
ity is good, with net bad loans at 


IN JUST EIGHT 
YEARS SINCE HE GOT 
A BANKING LICENCE, 
RANA KAPOOR HAS 

CREATED A BANK WITH 
A BALANCE SHEET OF 
«13,662 CRORE 


0.05 per cent of advances. Capital 
adequacy is at a comfortable 17.90 
per cent, while the cost-to-income 
ratio, at 0,38, is one of the lowest in 
the industry. One area where the 
bank lags behind is in the share о! 
fee income to total income, which а! 
1 1.08 per cent is lower than th: 
per cent of some other banks 

Kapoor, a first-generation entre 
preneur, does not believe in resting 
on his laurels. Having built the cor- 
porate banking business at YES 
Bank, he is looking at expanding the 
consumer lending business. The re 
tail expansion is already underway 
In the last two-and-a-half years. the 
bank has increased its branches 
from 150 to more than 400. The 
staff count has jumped from 3.0) 30 
to more than 6,300 employees. “Wi 
are adding 1,200 to 1,500 employ 
ees every year," says Kapoot 

Sitting in the bank's Mumba 
headquarter, he adds that the target 
is to increase the number 
branches to 900 and the stall count 
to 12,750 employees by 2015. The 
number of ATMs will rise to 2.001 
from 7 25 currently. 
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Parameters YES Bank 
Balance Sheet 13, 662cr 
T | Ade. y 1 I7 ( 90», [7 
ROCE n. Uc 
Growth in Advances 7! тя 


КОСЕ: Return on capital employed. NPAs: Non-performing assets. 


Retail banking is not an area 
Kapoor is very familiar with, since 
his work experience, before he 
turned entrepreneur, was more in 
corporate and investment banking at 
Rabo India Finance, ANZ Grindlays 
and Bank of America. That is where 
Mondal plays his role. “Retail is an 
exciting business,” he says. This IIM- 
Calcutta graduate previously worked 
with consumer-goods behemoth 
Colgate Palmolive, software giant 
Wipro, Standard Chartered and HDFC 
Bank. "The basic DNA of retail is the 
same, whether it is fast-moving con- 
sumer goods, information technol- 
ogy or banking," he adds. 

Mondal is already busy connect- 
ing the dots. The bank has launched 
an array of retail products, such as 
loans to buy homes, cars and farm 
equipment, as also loans against 
gold. The bank wants to test the 
waters initially and is not looking at 
high volumes. "We are first going to 
cross-sell our products to our own 
customers rather than through di- 
rect selling agents," says Mondal. He 
says it is important to know custom- 
ers' needs and then sell them appro- 
priate products. "Retail is more 
about execution than strategy," he 
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adds. The customer focus is evident 
from Mondal's decision to use the 
bank's branches to tap small and 
medium enterprises (SMEs). Earlier, 
YES Bank had a separate vertical for 
SMEs. "That is what customer cen- 
tricity is all about," he says. 

Kapoor says the bank intends to 
become a one-stop shop for all finan- 
cial services. The idea is to offer 
mutual funds, insurance, and 
wealth management services on a 
common platform. Kapoor is open to 
taking a minority stake in an insur- 
ance venture. "Mutual funds and 
retail broking will be for augmenta- 
tion and acceleration of our retail 
strategy," he explains. The mutual 
fund strategy will be focused on debt 
schemes. "The debt market in India 
has not been tapped on the retail 
side,” he adds. 


To get a toehold in the fiercely 
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116.90% 


Source : B-KPMG Study 


26.28% 


competitive retail banking segment, 
Kapoor is conscious of the need to 
improve awareness of the bank's 
brand. "The brand will play a big 
role in building the trust and confi- 
dence of customers,” he says. 

The big challenge for YES Bank 
will be to manage its retail liabilities. 
This includes raising more low-cost 
deposits. Jaideep Iyer, Deputy Chief 
Financial Officer, says the aim is to 
increase the share of current and 
savings accounts, at present around 
17 to 18 per cent of total deposits to 
30 per cent by March 2015. 

YES Bank has already moved ag- 
gressively to offer higher interest 
rates on savings accounts, after the 
Reserve Bank of India last year lifted 
its control over the savings rate. 
That has led to a five-fold jump in 
savings deposits, from %728 crore to 
13,750 crore in just one year. “This 
strategy will work for us in the short, 
medium and long term. Savings ac- 
counts anchor a lot of other products 
in a bank,” says Kapoor. 

YES Bank is on a growth path, 
but in an environment where risk is 
increasing. Already, the BT-KPMG 
study showed the bank's restruc- 
tured loans were 0.57 per cent of its 
advances, which puts it at ninth 
position in this category among mid- 
sized banks. It is a warning Kapoor 
should heed. Ф 


Kamal Basu, Skoda Auto India, Head of Marketine 
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_ Other Winners 


Sim! 
15е Best 


Some banks have found ways to grow while preserving or even 
improving the quality of their assets and service. By TEAM BT 






HDFC BANK 
Quality of Assets (Large Banks) 


eterioration in asset quality is a common pitfall of rapid growth for 
* banks. and something 18-year-old HDFC Bank has managed to 
_ avoid. Its net revenues grew at a compound annual rate of some 

29 per cent over the past five years, yet its asset quality is the high- 

est in the industry. For instance, its net NPAs (percentage of bad 
loans to total loans) is 0.18 per cent — the lowest among 24 banks with 

a balance sheet of over 11 trillion (a trillion equals 100,000 crore). 

Executive Director Paresh Sukthankar savs this is due to a diversified loan 
portfolio: retail accounts for 53 per cent of advances, and wholesale 
corporate, 47 per cent. 

"We try and maintain a diversified portfolio," he says. "A few vears 
ago, everybody was gung-ho about infrastructure and power... but our 
exposure to power has been around two per cent of the total loan book, 
compared to the industry average of six to seven per cent." 

With the economic slowdown and problems in sectors such as 
power, many companies have restructured their debt in recent vears. 
HDFC Bank's restructured assets are 0.09 per cent of its total loans. It 
is six to 10 per cent for public sector banks, Sukthankar says NPA levels 
could "normalise", meaning they could rise to the bank's 1 5-vear his- 

torical range of 1.3 to 1.5 per cent. Kotak Securities analyst Saday Sinha 
says the bank's provision coverage ratio is a "healthy" 82 per cent, and 
cushions future earnings Irom deterioration in asset quality. 

MANU KAUSHIK 


ADITYA PURI 
MANAGING DIRECTOR 


VALHSIN 


{НИМ LN 


New banks were set up in the private sector after the 1993 
guidelines, and two new banks after the 2001 revised guideline: 





AXIS BANK RATNAKAR BANK 
Consistent Performer (Large Banks) Growth (Mid-sized Banks) 


Steady but Not Slow Recasting Itself 





early 94 per cent of Axis Bank's revenue is ince 2010, the once-sleepy Ratna 
Z & from interest and fee income. On both 2 
fronts, Axis is ahead of its peers. At 28 per 


has been transforming itself. It b 
Vishwavir Ahuja from Bank ol 




























cent, average growth in loans and ad- who brought with him several sen 
vances is the highest among large banks tives. The Kolhapur-based bank hı 
(balance sheet over 11 trillion) in the past three on improving technology and custoi 
years. This means the bank increased its net interest face, and a wider presence. 
income (the diflerence between interest income from Ahuja raised some 1800 crore on a capit 
loans and interest expense on deposits). Average fee 1300 crore. "Our plan was to upgrade peopl 
income grew at a compound annual rate of 27 per processes, technology," he savs. 
cent over three years. Large and mid-size companies In the last financial year, 
account for 53 per cent of Axis Bank's loan portfolio. deposits grew 1 32 per cent, 


To balance this, it is trving to increase retail loans. loans and advances 116 per 
Some analysts have ques- cent, fee income 219 per 
















tioned the bank's high exposure cent, and operating profit 

to infrastructure ( 10.06 per 496 per cent. Ahuja notes. 
cent) and other stressed sectors. however, that the bank's low 
Managing Director and CEO base should be taken into 


> Shikha Sharma says: "Over 80 consideration. "We also 





Р per cent of our loan book is plan to do some re- 
secured... We expect the branding,” he says, 


infrastructure sector to adding that an IPO 
bounce back since it is should take about 
crucial for growth.” | 2-18 months. 
MANU KAUSHIK SHWETA PUN] 


VISHWAVIR AHUJA 
MD & CEO 





SHIKHA SHARMA 
MD & CEO 

















3usiness Opportunity awaiting to be unlocked 


dian life insurance sector is expected to see an exponential growth... Partnering for Success. 
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-— Other Winners 








he India head office of the Bank of 


ченеле nd ed Fon ae Nova Scotia, located in Mumbai, is 
(Small Banks) — spartan by the standards of your 





| average foreign bank. The office, 
Prec] OUS Me b tle which houses the CEO and two other 
senior officials, measures 750 sq ft. 

e "Efficiency and expense management are the 

l core philosophy that the bank follows across 

SANJEEV MITTAL the world,” says Sanjeev Mittal, CEO of the 





CEO - INDIA India operations of the bank, whose head- 
DEUTSCHE BANK DBS BANK 
Quality of Assets (Mid-sized Banks) Productivity & Efficiency (Mid-sized Banks) 


Focus on Retail People and Processes 


hen Singapore-based DBS Bank planned a 
‘growth boost’ for its Indian operations in 
2005, it identified a quantum leap in serv- 
ice standards as its unique selling proposi- 


or Deutsche Bank in India, 2012/13 is a 
* watershed year. Its retail banking opera- 5 
— tions will turn profitable for the first time. a 
* Its wholesale banking has been in profits 


























for years. “Globally, Deutsche Bank is posi- tion. "We wanted to deliver as we promise,” 
tioning itself to be among the top universal savs Sanjiv Bhasin, General Manager and CEO 
banks in the world, with an appropriate mix of invest- of DBS Bank in India. So the bank built up a strong back 
ment banking, commercial and retail banking,” says end by identifying the right people, technology and 
CEO Ravneet Gill. Five of the Frankfurt-based bank's 10 consumer-lriendly processes. 
biggest markets are in Asia. “India is the fifth most It is already reflecting in the bank's productivity and 
profitable market," says Gill. efficiency parameters. Costs are low, and this lets it 
The bank has been able to maintain asset quality generate higher operating profits per employee. The 
over the vears. The second lowest net NPAs (0.09 per ratio of operating profits to employees is the second 
cent) and NPA coverage of 91.5 per cent put the bank highest at 0.83; the closest rival is RBS with 0.4 3. DBS 
at the top of the heap in the mid-sized category. In four has one of the lowest cost-to-income ratios at 0.39, 
vears, it plans to increase the share of retail banking in compared to Dhanlaxmi Bank, which trails at 1.25. 
its activities [rom five to 20 per cent. The bank's strategy of targeting a list of clients in 
Deutsche Bank has 17 branches in 16 locations in the high-end. medium and small enterprise segments 
India. Its retail businesses include home loans, business has been successful. Between 2008/09 and 201 1/12. 
banking, and current and savings accounts. In the past total assets grew 190 per cent to 136,386 crore, and 
year, the bank has also focused on income from interest and fees more than doubled. 
"flow" business such as The focus on the back end has not only spurred growth 
4 transaction banking and but also helped improve productivity 2 
7 foreign exchange financing. and efficiency. For 2011/12, the - 
z This has improved revenue bank, which has 12 branches 7 
а stability. Its net profit of across India, posted a profit of 2 
È 1823 crore for 2011/12 was 1336 crore. "We are aiming to ^ 
> 31 per cent higher than in the be the bank for Asia,” says = 
= previous year. Bhasin, - 


N. MADHAVAN N. MADHAVAN 


RAVNEET GILL SANJIV BHASIN 
CEO GENERAL MANAGER & CEO 


quarters are in Toronto, Canada. 
The bank globally prefers stable 
banking that brings in a predictable 
income. “We do not deal in exotic 
products or volatile stuff,” says 
Mittal. Not surprisingly, the bank 
has the lowest cost-to-income ratio 
(0.15) and cost-to-average asset ra- 
tio (0.008) in its category. It has a 
balance sheet of 311,7 30 crore, five 


For videos of interviews, go to 


branches and a strong bullion busi- 
ness through its metals division, 
ScotiaMocatta. In 2011/12, reve- 
nues were 1515 crore, and profit 
after tax, 1247 crore. The bank 
wants to expand in India, taking 
advantage of the growing India- 
Canada bilateral trade. "We are keen 
on leveraging the strong metals and 
mining banking expertise that we 


www.businesstoday.in/banks20O!. 


have built over the 
Canada," says Mittal. 
The bank. 


Scotiabank, was founded 


also 


and is Canada s third large: 


terms of assets. It is also thi 
trv's most international һап! 
81.000 employees and operati 
more than 55 countries. 

М. МАЙ! 


JPMORGAN CHASE 
Overall Winner & Quality of Assets (Small Banks) 


Helping India Globally 

























n many ways, JPMorgan Chase markets 
India to the world. To build up its own 
global corporate bank business catering to 
large multinational corporations (MNCs), 
it held road shows in the US to showcase its 
capabilities in India, and a seminar on India in 
China. The bank, with a balance sheet of $3.8 billion in 
India, also helps Indian companies do business abroad. 
J.P. Morgan India CEO Kalpana 
Morparia says: "Companies 
have to manage interest 
rate risks, currency risks 
and liquidity, and we help 
them." It has 350 MNC 
and 200 Indian corporate 
clients. JPMorgan Chase, 
part of J.P. Morgan India, 
is one of the few banks 
in India with no NPAs. 
N. MADHAVAN 


RACHIT GOSWAMI 


KALPANA MORPARIA 
CEO, J.P. MORGAN INDIA 
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BANK OF TOKYO 
Growth (Small Banks) 


Rising Star 


apan's largest bank. Bank o 
æ Mitsubishi UF] Ltd, grew in almost a 
= gories at an impressive rate in India, wit! 
close to 100 per cent growth in deposit: 
2011/12. Fee income grew 1 32 per cent, at 
operating profit, 79 per cent. 
[n its 60 years in India, the bank has expanded 
portfolio. It services more Indian compa- 
nies than Japanese ones today, though 
its original mandate was to work 
with Japanese companies in India. 
"We are good at getting access 
to ECB funding for Indian 
companies," says Michihiro 
Enomoto, Regional Executive for 
India. ECB stands for external 
commercial borrowing. The bank's 
deposits grew 98.5 per cent in 
2011/12. 
SHWETA PUN] 
















MICHIHIRO ENOMOTO 
REGIONAL EXECUTIVE - INDIA 
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- BEST BANKS g Interview 


Reserve Bank of 
India Governor 

D. Subbarao 
discusses the state 
of the banking 
industry and its 
future challenges 
with Chaitanya 
Kalbag and 
Anand Adhikari. 
Edited excerpts: 


On the deteriorating asset 
quality of banks: 

There is growing concern about asset 
quality. NPAs (non-performing assets) 
have gone up from 2.9 per cent in 
March this year to 3.25 per cent in 
June. Even when it comes to restruc- 
tured assets, they have gone up in 
absolute terms and in proportional 
terms. But even though this is a con- 
cern, it is not alarming because a 
stress test done by RBI has shown that 
even in the event of extreme stress, 
our banking system will be able to 
withstand it. 


On the RBl-appointed 
Mahapatra Committee's pro- 
posal that promoters of com- 
panies seeking debt restruc- 
turing should have to make 
bigger sacrifices: 

The promoters' contribution during 
restructuring or promoters' sacrifice 
has always been a component of the 
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restructuring package. except that 
some promoters get away without 
making it, or they agree to it but fail 
to comply. So it is important we en- 
lorce this promoters' contribution 
and that of course was the intention 
of the committee's proposals. 

But banks don't want their ac- 
tions to adversely affect the perform- 


ance of an asset in any мау, So if 


there is a chance of the asset improv- 
ing, they give it a longer rope. I'm 
not holding a brief for banks. In cer- 
tain cases, they have overextended 
themselves. There is certainly need 
lor greater vigil on the quality of as- 
sets. particularly those assets which 
are sick or those that are being re- 
structured. Some deterioration in 


quality is to be expected in times of 


economic downturn. There are a 
host of things that banks can do to 
arrest further deterioration. We 
have emphasised them in our mon- 
etary policy review. 
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On the January 1, 2013 dead- 
line to start enforcing the 
stringent new global banking 
standard Basel-1lI in India 
(the process must be com- 
pleted by March 2018): 

There are just 13 countries (India 
among them) out of the 27 in the 
Basel committee which have issued 
final guidelines on Basel-IIl. 
Obviously, Basel-I]] cannot take off 
unless all members, particularly the 
important members, fall in line. We 
will watch the global situation and 
take a call. But from our side we have 
given the guidelines and told banks to 
be ready to implement them. 


On the recapitalisation chal- 
lenge banks face in imple- 
menting Basel-Ill norms 
(they will need an additional 
infusion of 14 to 4.25 trillion 
by March 2018): 


The recapitalisation is necessary if 
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OF don't think it 


is possible to issue 
new banking 
licences witnout 


cnanging 


our banks have to be resilient and 
globally competitive. You cannot 
have the benefits of stronger banks 
without paying the cost. 


On new banking licences un- 
der the existing quidelines: 

We believe more banks should come 
in but some necessary conditions 
(such as amendments to the Banking 
Act) have to be fulfilled. I don't think 
it is possible to issue new licences 
without changing the Act. The old 
guidelines did not contemplate the 
entry of corporate houses into bank- 
ing. If we allow corporate houses, it's 
important we have the amendment 


the Act 


or the authority we have sought. 


On the future of urban coop- 
erative banks (UCBs): 

The (RBlI-appointed) Malegam 
Committee (which submitted its re- 
port last year) had recommended that 
UCBs be allowed to convert to com- 
mercial banks provided they meet 
certain criteria. We must also allow 
new banks in the cooperative space. 
The process of licensing was halted in 
2003/04 because of some adverse 
developments. We need to take it up 
again. We are studying the recom- 
mendations of the committee. There 
are some governance issues we need 






ay 


to settle. Once they are resolved. we 
will be able to take final action. 





On changes in monetary pol- 
icy not having lowered the 
base rate of banks so far: 
There has been some transmission (0! 
change) in the deposit rates and in the 
base rates. What matters is the lend 
ing rate, which is the base rate plus 
the spread. If you look at the lending 


rate. the transmission has been more 
eflective and stronger than the base 


rate. We hope our recent CRR (cash 
reserve ratio) cut, making the liquid 
ity situation more comfortable. will 
improve the transmission. Ф 








Business Opportunity awaiting to be unlocked 


ultiplied profitability needs multiple source of business... Partnering for Success. 
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Private Banking 


AMG |9 


ё 


CHANDA KOCHHAR 


Transforming 


the Way Б 
Is Done 


The new generation private banks have forced 
the bigger players to follow in their footsteps 


. hen the new generation private sector 
EA banks started operations in 1993, they 
(J, had to compete against established play- 
©) ers, some of whom had been in business 

T for over a century. The market was 
|| dominated by the state-owned banks, 

pus 7 which had strong branding as well as a 

widespread branch network. There were also 

foreign banks operating in India. While the foreign 

banks were not big in terms of the branch network, they 

had innovative products and a very customer focused ap- 

proach to the business. The new generation private sector 

banks had to carve out a niche for themselves within this 

framework. Thus the first decade was spent focusing on 

the corporate banking model. The second decade — post 

2000 — saw them scaling up the retail banking and con- 
sumer lending businesses. 

What impact have the new banks had? Today, they 
have a market share of 20 per cent in deposits and ad- 
vances. This has been achieved in a 
growing market, indicating that pri- 
vate sector banks have successfully 
capitalised on the growth of the Indian 
economy. But more than acquiring 
market share, the real contribution of 
private sector banks has been to trans- 
form the way banking is done in India. 
In the late 1990s, there would have 
been maybe a few hundred ATMs. But 
we at ICICI Bank decided to set up 
2,000 ATMs in two years. In those days 
it seemed like a big innovation, but to- 
day, every bank has a large network of 
ATMs. The expansion of ATM networks 
has transformed customer experience. 
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The differentiator will 
be a bank's efficiency 
and innovation. How 
well it manages risk 
- and, therefore, 
profitability - will also 
be a key factor 





We went on to encompass Internet banking. phone bank- 
ing and mobile banking. The new banks developed the 
concept of direct selling agents who reached out to custom- 
ers with credit products, taking loans to the customer's 
doorstep. Not only did the private sector banks expand in 
this manner, their example forced public sector banks to 
also adopt similar strategies. 

It can also be said that the new private sector banks 
in general, and ICICI Bank in particular, catalysed India's 
economic growth. In the post-2000 period, India's 
growth was driven by the growth in consumption. It was 
not the industrial sector but the new services-led econ- 
omy, the age demographics and rising incomes that 
fuelled growth. It was banks like ours which made sure 
that housing loans and other kinds of loans were made 
available in hundreds of cities and towns in India. It is one 
thing to say that the demand existed, but what was also 
required was products and the distribution network to 
reach those products to the people. This was a major 
contribution of the new generation 
private sector banks. 

The Indian market is a growing 
market and to keep succeeding one has 
to explore the existing opportunities 
well. The banking sector is expected to 
grow at 2.5 to three times the coun- 
trv's GDP growth rate. For individual 
banks, a lot will depend on their un- 
derlying business strategy. The differ- 
entiator will be a bank's efficiency and 
innovation. How well it manages risk 
– and, therefore, profitability — will also 
be a key factor. 

The author is MD & CEO, ICICI Bank 

(As told to Anand Adhikari) 
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Opportunities 


AIMS has not only displayed all the proverbial 'windows' as 
options, but has also given me the opportunity to open the 
ones most suited to my academic interests and to gaze 
beyond the present. 


What | like the most about AIMS is the close student- 
professor and student-student relationships apart from many 
unforgettable moments. Professors are ready to put all their 
efforts into supporting students personally or academically 
and helping them achieve their goals. Having such a principle 
develops academic and personal integrity in the AIMS 
community making it the best place for students. 


Sudip Parajuli, School of Information Technology 
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` Technology — 
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"EN "M n 


Electronic transactions are fast catching on but branch banking is 
unlikely to go out of fashion completely. 
By PRITAM P. HANS and SOWMYA KAMATH 
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CURRENCY CRAFT BY SANTOSH 








ap. click and 
swipe — these are 
the new sounds of 
money. Modern 
technology is fast 
replacing paper with 
computer files, bank 
tellers with automated 
teller machines (ATMs) and file cabi- 
nets with server racks, And banks too 
have come a long way from the old 
days of manually recording transac- 
tions in registers and tallying them 
up at the end of the day. 

Bank branches, the interface be- 
tween banks and customers, have 
also changed drastically from being 
operations-centric to servicing clients. 
The shift during this period has been 
from branch to alternative delivery 
channels such as ATM, Internet and 
mobile,” says T.M. Bhasin, Chairman 
and Managing Director, Indian 
Bank, and author of E-commerce in 
Indian Banks. 

Customers can now perform sev- 
eral banking operations such as fund 
transfers, opening deposit accounts, 
ordering cheque books and demand 
drafts, paying utility bills, applying 
for loans, and getting account state- 
ments without visiting a branch. 
Indeed, they have multiple alternate 
channels to use — Internet, mobile 
apps or ATMs. “We are seeing more 
and more people shifting to alterna- 
tive delivery channels which ac- 
count for nearly 30 to 40 per cent of 
customers at present. Over the next 
few years this is likely to go up to 70 
to 80 per cent,” says Bhasin. 

ICICI Bank, the country's second 
largest bank, has seen a big jump in 
transactions outside the branches. 
Chanda Kochhar, MD and СЕО of the 
bank, says only 15 per cent of trans- 
actions on average take place 
through the branches. “The rest are 
happening outside,” she says. 

ATM is the oldest of the alterna- 
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tive banking channels and enjoys the 
highest level of acceptance among 
customers. The number of ATMs in 
India has doubled in the past three 
years. Currently, there are more 
than 100,000 ATMs, around 70 per 
cent of them in urban locations (see 
New Age Banking). Global research 
firm Celent expects the number of 
ATMs to double by 2016, with more 
than 50 per cent of the new ma- 
chines going to small towns. 
“Today, ATM provides more than 
cash withdrawal. Apart from fixed 
deposits, cheque book requests and 
balance enquiries, there are also en- 
hanced banking services,” says Shivaji 
Chatterjee, Vice President, Hughes 
Communications India, which helps 
banks create their ATM networks. 
Banking is also changing due to 
the efforts of the Reserve Bank of 
India (RBI) to inculcate the habit of 
paperless payments through credit 
and debit cards, electronic fund 
transfers and mobile banking. While 
cheque is still the dominant mode of 
payment, the value of such transac- 
tions has been on a gradual decline 
between 2007/08 and 2011/12. 
Paper-based payments accounted for 
52.4 per cent of non-cash transac- 
tions in terms of volume, but only 
8.4 per cent in terms of value. 
Mobile phones are seen as a big 
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enabler of electronic payments as the 
costs are low. Mobile transactions 
have increased in the past few years. 
but the use of mobile banking sen 

ices is quite low. Most of the transac 

tions carried out using mobile 
phones are non-financial in nature 
"The potential of mobile banking 
technology is yet to be fullv ex 

ploited," says G. Padmanabhan 

Executive Director, RBI. 


Cost Benefit 


Technology is not only making 
banking convenient for customers, it 
has also allowed banks to expand 
their businesses faster. The cost о! 
servicing a client is highest at à 
branch followed by ATMs. online and 
mobile phones. 

When a customer walks into à 
branch to withdraw money. the cost 
to the bank may be as high as 1200 
whereas an ATM transaction would 
cost around 120 or even less. says 
Shyamal Saxena. General Manage: 
Integrated Distribution, South Asia. 
Standard Chartered Bank. Economies 
of scale will only bring down the cost 
further. "There is a tendency to dis- 
courage customers from visiting 
branches since it is both inconvenient 
for customers and adds to the cost ol 
the bank. Moving to alternative 
channels is a win-win for both sides 
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says Indian Bank's Bhasin. 
Banks are also discourag- 
ing direct interface with 
customers by levying 
charges for some trans- 
actions such as pay- 
ment of credit card 
bills through cash 
or depositing 
cheques at bank 











putting them in drop 
boxes. 
Technology-based 
banking has also reduced 
the space required to set 
up bank branches. 
“Earlier, the physical in- 
frastructure needed for a 
branch was, on an aver- 
age, around 4,000 to 5,000 
square feet. Now, we are manag- 
ing with an average of 1,000 to 
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1,500,” says Bhasin. 

However, modern electronic pay- 
ment systems are still concentrated 
mainly in metros and large towns 
(Tier-I and П locations). A large 
chunk of the Indian population still 
does not have access to formal bank- 
ing channels, let alone the new alter- 
natives. According to RBI, there were 
around 147,000 bank outlets for 
more than 600,000 villages in India. 
Some banks though are using the 
business correspondent model 
(where a third party serves as the 
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counters instead of 








interface between a bank and its 
customers) to expand their reach and 
bring more people under formal 
banking using technologies such as 
hand-held devices and micro-ATMs. 
With mobility and customer con- 
venience seen as keys to growth, 
banks are busy exploring new tech- 
nologies. Experiments with near-field 
communication technology (where 
the transaction is completed by sim- 
ply bringing a hand-held device or a 
phone in contact with a terminal) 
have failed to provide a mass-scale 
payment solution, but the industry is 
buzzing with terms like cloud com- 
puting and mobile solutions. 
Similar to the central customer 
identification system (Know Your 
Customer, or KYC) used by mutual 
funds, a common database may soon 
do away with the need for physical 
verification of new bank customers. 


ATMs are still concentrated in urban areas. Their distribution: 
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Banks have already been asked to 
issue unique identification numbers 
to their customers as the first step 
towards a centralised KYC directory. 
The Unique Identification Authority 
of India (UIDAI) has also rolled out an 
online identification database (elec- 
tronic KYC service) and biometric 
verification. In end-October. RBI 
paved the way for use of UIDAT's bio- 
metric database for authenticating 
banking transactions. Globally, ex- 
periments are on to enable ATM and 
other banking transactions through 


biometric verifications. 

Even so, branches are unlikely to 
die, despite ATMs, laptops and smart- 
phones becoming primary platforms 
for daily banking. Branches will con- 
tinue even after the new modes 
spread to rural areas. The experience 
of advanced economies with high 
volumes of electronic payments con- 
firms this. 

“In-branch banking is never go- 
ing to be out of fashion. However, 
branches will eventually handle just 
sales with banking services being 
taken care of by alternative channels, 
at least in urban centres,” says Pralay 
Mondal, Senior Group President, 
Retail and Business Banking, YES 
Bank. Besides, the human touch mat- 
ters. "As a banker, I would love to 
have a customer visit our branch 
because that allows us to build a bet- 
ter relationship through active en- 
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gagement with him and promote our 
services beyond basic banking.” ICICI 
Bank's Kochhar agrees, saving inter- 
action with customers at branches is 
essential for bank executives to 
spread awareness about various 
products and services on offer. 

Even as technology transforms 
banking as we know it, branches will 
continue to play a crucial role in 
moulding the industry. Ф 


With inputs from Sarbajeet K. Sen 
and Anand Adhikari 


Finally a Corporate Account 
that's beneficial for 
employees too! 


b 
* 


~ 


ч.м 5 


KVB 











` Foreign Banks — 








Fresh Off the Boat 


Foreign banks continue to enter India, despite its restrictive regulations, because of 
the vast opportunity the country offers. By N. MADHAVAN 


TT 


Mil 


n January this 
» year, Swiss fi- 
` nancial services 
giant Credit 
Suisse acted as 
investment banker 
for a deal in which 
Japan's NTT Communi- 

cations bought a majority stake in 
Mumbai-based data centre service 
provider Netmagic Solutions for 3640 
crore. Credit Suisse, however, earned 
more than what it usually does from 
such deals in India. "This was be- 
cause we provided a range of other 
banking services too, including for- 
eign exchange solutions," says Mihir 
Doshi, CEO, Credit Suisse India. Had 
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the bank not set up its first India 
branch in Mumbai last year, and 
started commercial banking opera- 
tions, he would not have been able to 
do so. "Having a bank branch levelled 
the playing field," he adds. 

It is just not Credit Suisse that 
has, of late, seen merit in launching 
commercial banking in India. As 
many as 10 foreign banks from coun- 
tries as diverse as Australia, China, 
South Africa, South Korea, 
Switzerland and Russia have entered 
India in the last three years. Foreign 
banks now constitute the largest seg- 

ment of sched- 








uled commercial banks in the coun- 
try. According to Reserve Bank of 
India data, there are 41 foreign 
banks, 26 state-run lenders and 20 
private-sector banks in the country. 

So what explains this rush to en- 
ter India? "The Indian banking sector 
is well regulated and offers consider- 
able access to foreign banks," says 
Kalpana Morparia, India CEO of J.P. 
Morgan. Foreign banks hope that 
India will open up its banking sector 
even further. 

Shinjini Kumar, Director for tax 
and regulatory services at audit firm 
PricewaterhouseCoopers, says hopes 
of further liberalisation as well as the 
opportunities arising from India's 
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BETTING ON INDIA The newcomers and when they entered 
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"The bank —— after exiting India in Apri 2000 when it sold its Grindlays unit to Standard Chartered 


growing economy are luring foreign 
banks. Adds Sanjiv Bhasin, the India 
CEO at the Singapore-based DBS Bank: 
"If the Indian economy grows at five 
per cent, the financial services sector 
will typically grow three times faster, 
at about 15 per cent.” 

Foreign banks are also looking to 

tap into the opportunities arising 
from greater trade flows. Take the 

case of the Toronto-based Bank of 
Nova Scotia, which has five branches 
in the country. Its India CEO Sanjeev 
Mittal says trade between India and 
Canada is set to triple to C$1 5 billion 
(382,500 crore) in three years. “As 
Canada's most international bank we 
are well positioned to take advantage 
of this growth," he says. 

The latest opportunity foreign 
banks see is in the retail sector. The 
government recently allowed over- 
seas companies in multi-brand retail 
and removed the cap on foreign direct 
investment (FDI) in single-brand re- 
tail. J.P. Morgan's Morparia says this 
will provide more opportunities to 
foreign banks once investment in re- 
tail gathers the required traction. 

Foreign banks are also preparing 
for the internationalisation of Indian 
business. "As Indian companies go 
global they need banking support 
and it is not possible for Indian banks 
to be present all over the world. 
Foreign banks have the network," 
says Morparia. Mahendran Moodley, 
the India CEO of South Africa's 
FirstRand Bank, the first African 
lender tostart operations here, of- 
fers a similar argument. 
"Our rationale for enter- 

ing India is to offer the 
African value proposi- 





88 BUSINESS TODAY December 9 2012 


MINNOWS STILL 


Foreign banks have a tinv 
share of deposits and loans 
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tion to Indian companies interested 
in Africa," he says. 

These banks see a larger role for 
themselves in the future. Kaku 
Nakhate, President and India head at 
Bank of America, says a growing lo- 
cal economy will require a massive 
amount of capital and state-run 
banks alone will not be able to meet 
that demand. Foreign banks will then 
be well placed to bridge this gap. 

India is a profitable market as well 
for foreign lenders. The country is the 
fifth most profitable market for 
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Deutsche Bank globally and its most 
profitable emerging market. “If you 
really want to monetise the market 
Opportunity in India you need to 
embrace it unconditionally,” says 
Ravneet Gill, CEO, Deutsche Bank 
India. “You have to come in with a 
big-bang investment.” 

But India’s attraction also comes 
with a set of challenges. Banking is 
still licensed and so is branch expan- 
sion. Foreign banks are not allowed 
to acquire local banks. This explains 
why, despite decades of presence, 
they account for just 32 3 branches of 
the total 81,240 bank branches in 
the country and a share in advances 
and deposits of barely five per cent 
(see Minnows Still). 

“We have the ca- 
pability to become a 
large retail bank. For 
that we need a partner or 
we should acquire an ex- 
isting bank,” says Moodley. 
The new priority-sector 
norms issued in July are also 
discomforting. Foreign banks 
with more than 20 branches will 
now have to give 40 per cent of their 
loans to priority sectors such as agri- 
culture. The current limit is 32 per 
cent. The limit for banks with less 
than 20 branches remains 32 per 
cent. “This is the conundrum we 
foreign banks face,” says Moodley. 
“Should we cross the tipping point of 
20 branches?” 

Still, for most foreign banks the 
opportunities far outweigh these dif- 
ficulties. Deutsche Bank's Gill puts it 
best: "We don't see any challenge 
that we presently face in India as a 
showstopper.” Ф 
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Suiting Past 


Some corporate houses and banks are taking 
undue advantage of the corporate debt 
restructuring mechanism. By ANAND ADHIKARI 
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Ispat Group com- 
pany, has been 


the corporate debt 
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trying to get out of 


restructuring (CDR) package it 
agreed to in 2009. It maintains it 
has better financials now than were 
projected when the package was fi- 
nalised, and says the terms of the 
package should be reconsidered. 
Alter a 14-year hiatus it even de- 
clared a dividend in 2010/1 1. If only 
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it could exit the bank-monitored CDR 
process, it claims, it could raise funds 
from private equity players and even 
the overseas market. 

The CDR package of 2009 was the 
second that Balasore Alloys sought 
— there was an earlier one in 2006. 

So far the company's bankers — 
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Indian Overseas Central Bank of 
Bank India 


State Bank of India, State Bank of 


Hyderabad and Allahabad Bank — 


have resisted. The hitch is a sum of 


+30 crore related to the first CDR 
exercise. But the company's audi- 
tor. S.R. Batliboi and Co, has also 
pointed out that Balasore Allovs did 
not make any provisioning for its 
bank dues while calculating its 
2011/12 profit. Had it done so, 
profits would have fallen from 
131.93, as shown in its books, to 
11.73 crore. Balasore Alloys refused 
to comment on the matter. 

The Balasore Alloys case is a 
typical example of the problems that 
have dogged the CDR mechanism, 
ever since it was instituted in 2001 
to help out ailing companies. Lately, 
hit either by the persisting economic 
downturn, the high interest rates or 
their own over-leveraging, a number 
of high-profile companies have 
sought to restructure their loans — 
from engineering major Hindustan 
Construction Co (HCC) to one-time 
wind energy poster boy Suzlon to 
leading hospitality chain Hotel 
Leelaventure Ltd. Many of them 
have been obliged. 

Is it getting too much: While 
loans and advances of banks saw a 


Andhra Bank 


Oriental Bank of State Bank of 
Commerce Patiala 


Source : B-KPMG Study 2012 


20 per cent compound annual 
growth rate (CAGR) between 
2008/09 and 2011/12, restruc- 
tured loans rose by 40 per cent in the 
same period. 

Curiously, public sector banks 
have been far more amenable to 
loan restructuring than private ones. 
Chennai's Indian Overseas Bank has 
the highest percentage of restruc- 
tured assets, 9.7 per cent, followed 


by Mumbai-based Central Bank of 


India, 8.39 per cent. (See In the 
Danger Zone.) In comparison, the 
restructured assets of ICICI Bank, 
HDFC Bank and Axis Bank, are all 
below two per cent. "If the reason for 
the recent increase in restructured 
accounts is indeed the economic 
downturn, it should have been re- 
flected across all bank groups and 
not just public sector banks,” said 
K.C. Chakrabarty, Deputy Governor, 
Reserve Bank of India (RBI) at a 
seminar last August. 

If a company is unable to meet 
the new demands it has agreed to 
under CDR, or wriggles out of them, 
the restructured assets turn into 
non-performing ones. This is pre- 
cisely what is happening. “The 
banks have put non-performing as- 
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sets (NPAs) worth 115,000 crore up 
for sale," says Devendra Jain, founder 
of NPAsource.com, a company that 
facilitates sale of NPAs. "What we are 
seeing today is not-so-credible-cases 
getting approved by the CDR cell of 
banks," says a company CEO on con- 
dition of anonymity. Banks are keen 
to approve CDR packages, because 
they know if they do not, the loans in 
question will promptly turn into 
NPAs. But this may merely be post- 
poning the inevitable. "The cardinal 
principle while agreeing to a CDR 
should be preservation of economic 
value, which requires looking closely 
at the cash flows of the company 
concerned, since the primary source 
of repayment is always cash 
flows," says a private 
banker asking his 
name not be taken. 
"If this methodol- 
ogy is followed, re- 
structuring will be suc- 
cessful. But often it is not." 

The biggest anomaly in the CDR 
process relates to the promoters' con- 
tribution to the restructuring: they 
usually avoid personal guarantees. 
(See Where the Loopholes Lie.) "There 
has to be more skin to the game if the 
existing promoters or existing man- 
agement has to continue," says Rana 
Kapoor, CEO, YES Bank. At present, 
most companies see CDR as a means 
to get easy terms or undue conces- 
sions after they have messed up. 

Earlier this year, a committee 
headed by B. Mahapatra, Executive 
Director, RBI, submitted a report 
which among other matters, re- 
viewed the CDR mechanism. The re- 
port held that the current terms — by 
which a company's promoters agree 
to ‘sacrifice’ 15 per cent of what the 
bank does — allow them to get away 
too easily. It recommended that pro- 
moters sacrifice 15 per cent of the 
‘diminution in fair value’ of the com- 
pany, without linking it to what the 
bank sacrifices. 
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Promoters of firms seeking 
debt restructuring do not have 
to sacrifice much 
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Even companies not in 
dire straits get generous 


Implementation of 
restructuring plan not 
monitored enough 


Promoters often do not offload 
non-core assets 





Another major questionable 
practice is the indiscriminate conver- 
sion of debt — or the funded interest 
component of the debt — into equity. 
Conversion of part of the debt into 
preference shares, which often have 
zero Value or a very low coupon rate, 


gains the banks 
nothing. 
Recently, for 
instance, banks okayed a CDR pack- 
age for Bheema Cement, which in- 
cluded funding its loan interest from 
July 1, 2010 to December 31, 2011, 
and rescheduling its repayment of 
loans, in return for shares of the com- 
pany and zero interest preference 
shares. The banks are acquiring eq- 
uity shares at a very high premium of 
170 per share against a market price 
of 316. The Mahapatra committee 
has suggested that conversion of debt 
into preference shares should be only 
a last resort. It also wants a cap on 
preference shares at 10 per cent of the 
restructured debt. 

Many small and mid-sized banks 
also complain that, when they are 
part of a group of banks deciding the 
CDR package for a company, they are 
hardly listened to. A CDR needs only 
the approval of three fourths of the 
total number of banks which have 
lent the company money, the rest 
have to fall in line. Early this vear, for 
instance, a mid-sized bank from 
South India, which had given a short- 
term loan, redeemable in 24 months, 
was approached by the concerned 
company seeking CDR. Other bigger 
banks which had also lent to the 
same company readily agreed to it — 
and the small bank's loan was 
clubbed with theirs. The small bank 
"should have got repayment next 
year, but now the loan has been ex- 
tended to 10 years,” says a rating 
agency executive, asking he and his 
emplover not be named. 

What should banks do to arrest 
the trend? "They should develop spe- 
cialised risk architecture with such 
competencies. They should not be 
general physicians but specialist sur- 
geons,” says YES Bank's Kapoor. The 
message is clear: if banks want to 
have good money, they should learn 
to catch what is wrong early and 
prescribe the right cures. € 
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The banking sector has changed a lot, and is set to be transformed even further. 


he Indian bank- 
ing sector has 
seen unprece- 
dented growth 
along with re- 
markable im- 
НЫ provement їп its 
~~ quality of assets and 
efficiency since eco- 
nomic liberalisation began in the 
early 1990s. 

From providing plain vanilla 
banking services, banks have gradu- 
ally transformed themselves into 
universal banks. ATMs, Internet 
banking, mobile banking and social 
banking have made "anytime any- 
where banking" the norm now. In 
2011/12, non-cash payments com- 
prised 91 per cent of total transac- 


94 BUSINESS TODAY December 9 2012 


By AKEEL MASTER 


tions in terms of value and 48 per 
cent in terms of volume. Within non- 
cash payments, too, the share of pay- 
ments through cheques has come 
down from 85 per cent to nine per 
cent in value, and 83 per cent to 52 
per cent in volume between 2005/06 
and 2011/12. Banks have taken 


NON-CASH PAYMENTS 
COMPRISED 91% OF 
VALUE AND 48% OF 
VOLUME OF TOTAL 
TRANSACTIONS 

> 





other measures to improve their func- 
tioning, too. As a result, there were 
20 Indian banks in the UK-based 
Brand Finance's annual international 
ranking of top 500 in 2010, as com- 
pared to only six in 2007, according 
to a report in a leading financial daily. 

The growth is not restricted to the 
metropolitan or urban areas. 
Financial inclusion has been at the 
forefront of regulators and policy 
makers in India, a country where 
approximately half of the population 
still does not have access to banking 
services. There have been occasions 
when banks have acted beyond their 
role of finance providers. For exam- 
ple, a financial daily reported that 
Aryavart Gramin Bank. a regional 
rural bank sponsored by Bank of 
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India, tied up with Tata BP Solar to 
finance “Solar Home Lighting 
System” for village homes in Uttar 
Pradesh. It extended finance of 
around 110,000 with 13,000 as 
margin money to be contributed by 
the beneficiary. The equated monthly 
installment towards the repayment 
of the loan amount was less than the 
amount the villagers had to spend on 
kerosene requirements per month. 
The bank's initiative resulted in 
20,000 houses getting solar power. 


It also meant an annual saving of 


about 192 tanker loads of kerosene. 

India's banking system was 
probably one of the few large bank- 
ing systems which remained un- 
scathed by the 2008 global financial 
crisis. However, there is a lot more to 
be done to make it a truly world- 
class sector. 

Some of the key developments 
which could shape the future are: 

Basel Ш: India figures among the 
very few countries which have is- 
sued final guidelines on Basel III im- 
plementation so far. The Reserve 
Bank of India has given five years for 
the gradual achievement of Basel m 
global banking standard. But it 
seems a tall order for many banks. 
The challenges of implementing 
Basel III are further accentuated by 
the fact that the law mandates the 
Central government to hold a major- 
ity share in public sector banks 
(PSBs), which control more than 70 
per cent of the banking business in 
India. Further, the high fiscal deficit 
is likely to limit the government's 
ability to infuse capital in the PSBs to 
meet Basel III guidelines, which will 
require approximately 14.05 trillion 
to 14.25 trillion over the next five to 
six years. (One trillion equals to 
1100,000 crore.) The high capital 
requirement will also add pressure 
on return of equity of banks. 

New banks: Although there has 
been little progress on the draft 
norms for issuing new banking li- 
cences, the entry of new banks could 
have a significant impact on the 
Indian banking system. Given the 
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huge unbanked population, there is 
surely a scope for more banks . 
Foreign banks: RBI has been keen 
on allowing foreign banks a larger 
role in the Indian banking system 
since February 2005, when it first 
issued the road map for presence of 
foreign banks in India. In May 2012, 
the government also facilitated the 
process by proposing to exempt for- 
eign banks from the 30 per cent tax 
on capital gains and stamp duty 
while converting branches into a 
new entity. RBI has also mandated 
foreign banks with 20 and more 
branches to achieve priority sector 
targets and sub-targets at par with 
their domestic counterparts. 
Developing corporate bond 
markets: Developing corporate bond 
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markets is an important link in a well 
developed financial market. 
Although the government has taken 
some steps in this direction, a lot 
more needs to be done. 

Unique Identification (UID) 
project: Among the many initiatives, 
the government's UID project is likely 
to have significant impact. Given the 
numbers out of the reach of organ- 
ised banking. it can prove to be trans- 
formational by giving banks an ac- 
cess to a large untapped customer 
base. The whole range of government 
payments — under subsidies and ben- 
efits of various welfare schemes — will 
be routed through banks. 

Social media: This adds another 
dimension for banks to manage their 
relationship with customers. It al- 
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Income from operations 
(a) Net Sales/income from operations 
(net of excise duty) 2,611.84) 283790 306232) 544974 554493, 11,260.53 ^ А ae 
(bl Other operating income бм — 248 — 02 2909 — 02 — 13 | —— bu e Ё 
Total income from operations (net) 2,61198 204035) 306252 545233 504513 11,261.89 c) Long- Term provisions 14.11 T: 
Expenses Non-Current Liabilities 138.74 1% 
a)Consumption of raw materials 6.16 8.62 623 1478 1246 2 401 582 i 
biConsumption of Stores & Spares 39.80 53.69 52.20 93.49 91.81 232.56 797 93 n tu | 
с) Changes in inventones of finished goods (c! Short Term Provisions 1,158.39 158.18 
and work-in-progress ез мм — 5688 6177 8579) 2272 Current Liabilities з 
d) Employee Benefit Expense 144.01 135.26 | 13148 27927 257.74, 52910 TOTAL - EQUITY AND LIABILITIES 30,263.30 26,648.44 
e) Royalty & Cess 22110| 22319 27 44429] 46749 102281 
f) Selling Exps incl. Freight out 21267; — 3610 5910 24877 10183 1402 
0) Depreciation and Amortisation 33.18) 32:79 3145 65.97 63.97 130.17 
h} Other Expenses 102.01 94 64 9088 196.65 167.70 406.38 
Total Expenses 7028 51.1 658.17 1,228139 121879 2,466.13 
Profit from operations before other Income 
finance cost & exceptional items (1-2) 1901.70 226924 240435 4.17094 48263, 8,795.76 
Other Income 583.08 55214 501.56 113522 84225, 201649 (а) Inventories 94 92 458.9 
Profit from ondary actives before france | | Leer rp Й Bit * 
costs and exceptional items (3+4) 248478) 282138 290691 530616 556859 1081225 Short Tene Гоми and Advances 27091 104754 
Finance cost . . . . . 148 в) Other Current Assets 1177 40 990.51 
Profit from ordinary activibes after finance Current Assets 26,200.26 23,198.67 
costs but belore exceptional items (5-6) 248478 282138. 290691 530616 558859 1081077 TOTAL- ASSETS 
Exceptional items . . . - - | 8» 
meer eben) 24478 282138 юн шн шз 1075947 ЗЕСМЕМТ ҮЛЕ STETERIT 
‚ Tax expense 806.16 918.38 94276 172154 180429. 349408 UNDER CLAUSE 41 OF THE LISTING AGREEMENT | 
Net Profit from ordinary activities | Unaudited Audited 
after tax (9-10) 1,678.62) 1,906.00 196115 358462 376430 726539 Particulars Three months ended © Sixmonthsended Year lod 
‚ Extraordinary items (net of tax expense) . . - . "uu" 30-Sep-12 | 30-30012 30-Sep-11 30-Sep-12 30-Sep-13 Mar-12 
‚ Net Profit for the period (11-12) 1,678.62) 1,906.00 1,963.15 358.62 376430 726539 + Segment Revenue гҮ | 
Paid-up Equity Share Capital 396.47 396.47 396.47 396 47 396 47 396 47 (net sale /income from each segment) 
Face value per share Re 1/- Re 1/. Re t/- Re 1/. Re 1/- Re 1/. a —* MC M: ^ 41058. 5,626 ^ 11 204.56 
j Minerals & Services 75 2141 60 30 + 3433 
по а тейи reserve 24.00989 ME тш 762488] 225800 107504 $4989 555148 ЖАЮ 
i & REPS for the period (Rs.) Basic and diluted Less: inter segment revenue 12.90 1465 1252 755 55 3100 
before and after extraordinary items 423 481 x Net sales / income from operations 2,611.98. 2,840.35 3,062.52) 545233 5815.13 9 
TO (profit (+) / loss (-) before tax and 
EL SELECT INFORMATION FOR THE QUARTER ENDED 30-09-2012 interest from each segment) Д = — E 
| Unaudited Audited А се i ey eT — 4 216 10 470890 & 943 64 
— — ———— Ё Minerals & Services | | 33,02 149) 215 
Particulars | Three months ended — | Sixmonths ended — Yearto date 19428 230631 2414 4261 QUA 006140 
"ES ‚ WSep-t2 | 30Jun-2 | 30-Sep-11 | 30-Sep-12 | 30-Sep-11 | 31-Mar-12 | al «eel 
PARTICULARS OF SHAREHOLDING | > 
Public | 5,306.16! 566559 1075947 
Number of Shares 396, 297,820, 396,297,820, 396,297,820) 396,297,820 | 396,297 820 396,297 820 Employed | 
Percentage of shareholding | 10i 10 10 10 | 10 | 10 (Segment Assets-Segment Liabilities) | 
Promoters and Promoter grou I i T ы | * a) iron Ore 83027. 1,528.34 | 2214 
ihareholding * | b) Other Minerals & Services 026. 12161 7887 
i) Pladged/Encumbered с) Other offices | ; | 25,141.85) 21419 92 122 203.38 
- Number of Shares | | | | | | 28,081.56 23,068.87 24,406.37 
- Percentage of shares (as a % of the паз been бї under mudon Athen a on haat lo saf Dye ver of 
total shareholding of promoter and | 1 The Board of Directors has approved in iis meeting held on Sica Sand Рис. Latar ané DOR o of LP 
promoter А [I =: с : д тона, wn мечам Ovidend ol Rg2- pe equity Virag The net profit aer tax Кол the босатар operutions of 
share of Re 17. for the fecit yore 2012-13 LIP їх te И р го 62 П п Pero 
[=з ачаан 2 ———— ie rt order dated 23/09/2011 period Rs 0.05 oris ncbdad afa м тац: 
capital company) 4 ; : . е s фе iron ore mane Comper Катан w bang 4 The above игом EST Save Sees cement by fe Adi 
1) Non Encumbered | —* efc коп 00702017 by he Moms — Nov. 2012 алб кутт! y 
ч | ; | | tee (МС) consthusd by в CEC of the Supreme tna Board! Directors st hs eating held on 07 Mov 017 
——— TRUST mas 3,569,418,180/3,568.418,180/3.568.418,180. | 3,568,418, 180 3.568.418,180 Сал ade te den min ——— mmm жете 
! ercentage s wares eme the sales have been accounted ai per fie сил) NOSL so 04 10 conform № fe aae 
total shareholding of promoter and | normal practica тоол perio? 
promoter group) 100; 100 100 100 100 | 100 During the quarter, Platt and machinery of UPFO unt, Vizag Fer and on ia ci MDC ав 
- Percentage of shares (as a % of the 54. 
lotal share capital of the company) 90 90 90 90 9) 90 Place: New Delhi (CS. VERMA) 
Particulars Three months ended 30-Sep-2012 Date: 07-Nov-2012 Chairman-cum-Managing Director 
INVESTOR COMPLAINTS 
nding at the beginning of the quarter NIL 
ceived during the quarter 47 
iposed of during the quarter 47 (A Government of India Enterprise; 
maining unresolved at the end of the NIL 10-3-311/A, Khani} Bhavan”, Castio Hills 
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ready had over 45 million users in 
India in 2011, which is expected to 
grow to over 88 million by the next 
year with over 75 per cent under the 
age of 35, according to media reports. 
Although banks in India have been a 
little late in using social media, they 
have been making fast progress. 


ith increasing volume and 

complexity of the banking 

business, it will be impera- 

tive for the regulator to 
move gradually towards more offsite 
monitoring than onsite. Technology 
will play a much larger role in the 
overall supervision of the banking 
system. There are likely to be trans- 
formational changes in the entire 
regulatory system for financial serv- 
ices. Given the significant overlap be- 
tween various sub-sectors, the 
Financial Sector Legislative Reforms 
Commission, headed by former Justice 
B.N. Srikrishna, in its approach paper, 
had suggested large scale consolida- 
tion. This is expected to lead to re- 
duced intermediation cost, benefit 
from the economies of scale and con- 
sistent treatment across sub-sectors. 

"The future belongs to those who 
prepare for it today." goes a famous 
quote. The changes in the banking 
landscape will require banks to also 
adapt to their new environment. 
Banks of the future will have to be 
nimble and lean organisations with 
technology integrated to support a 
sustainable and scalable business. 
They will need to have a flexible or- 
ganisational structure with decen- 
tralised decision making to reduce 
turnaround time for various proc- 
esses. This will be especially true 
when a number of new entities in- 
cluding non-banking finance compa- 
nies (NBFCs), large corporate houses 
and microfinance institutions (MFIs) 
get banking licences. 

In order to serve potential cus- 
tomers in unbanked areas, banks 
should be willing to experiment with 
various business models to build a 
scalable and profitable business. 
Technology resources will have to be 
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shared to reduce cost. At the same 
time, banks of the future will need to 
understand the technology-savvy 
Gen-Y customers and design prod- 
ucts accordingly. Banks will have to 
deploy the majority of their employ- 
ees in sales and marketing roles to 
cross-sell services to existing custom- 
ers. There will be an increased de- 
mand for skilled personnel from other 
disciplines. Banks will have to use 
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data analytics tools to gain insights 
from their existing customers’ data to 
increase their business and customer 
loyalty. One of the prominent ingre- 
dients for the success of a bank will be 
its ability to partner with multiple 
agencies to increase its business . 
The Indian banking landscape is 
expected to evolve to have regional as 
well as national players. Except for a 
few large banks having pan-India 
presence, many of the mid and small 
banks will specialise in certain func- 
tions/regions in diverse markets. 
Rather than every bank trying to 
carry out all the banking functions 
throughout the country, banks are 
likely to identify their core competen- 
cies and build on those. A bank that 
avoids "one-size-fits-all products”, 
acts as a knowledge banker, provides 
all financial needs at a click, is funda- 
mentally strong, manages risk and 
adheres to global regulations, har- 
ness iOS and Android platforms to the 
fullest, design better, faster and con- 
venient delivery channels will no 
doubt be called a successful bank. Ф 


The author is Partner and Head, 
Financial Services. KPMG (India) 
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Quest2travel.com is an IATA certified web based corporate 
travel management company that helps organisations manage 
their end-to-end nationwide employee travel in real-time 

in a transparent and secure manner. 
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By automating, centralizing, ‘consolidating and streamlining al 
aspects of employee travel the system results in substantial E A 
savings on the total travel spend. ES 


Key features: 

O Manage nationwide employee travel in real-time 

о Customized to ensure the enforcement of corporate travel policies 
Q No need to have multiple travel agencies across regions 

О 24 Hour travel desk support via toll-free number A 

Q Employees can book travel on-line or off-line (via phone) - 

о Complete tracking of information: Real-time Travel/MIS/Expense reports ч FF, mR 
Q Setting up, implementation and enforcement of travel policy | 

Q Setting up work-flow for travel requisitions, authorizations and approvals | 
о Domestic & International Air/Hotel/Car Bookings, Guest Houses, Indian Railways — 

a Travel documentation including assistance & fulfillment of Passport/Visa/Travel Insurance oreig 
о Bookings at preferred negotiated rates from preferred vendors with auto-embedding of deal codes 
О Expense Management г — 
n Centralised periodic payment settlement via RTGS/Bank transfer 

at In terface ce e and data exchange with your ERP, HRMS and Financial: accc ^ 
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LARGE BANKS Balance sheet size more than 51,00,000 crore 
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Bank of India 6.41 18.82 16.77 20.30 2746 1094 2433 105  -039 0.11 
23 И 14 14 2 17 2 20 23 5 


Andhra Bank 
Citibank N.A. 14.17 118 16.03 5.67 1.87 -4 22 595 -13.72 


 StateBankof — — 140 1650 1905 2088 — 


Union Bank of India 10.08 713 17,81 22.60 2250 1995 2204 146 | 
20 14 " 9 4 6 6 15 


Canara Bank 1.46 2051 1004 1893 342 10.51  -243 14.46 | 
18 9 24 16 15 18 22 18 


The Large Banks group now comprises banks with balance sheet size of more than 1,00,000 crore as against {50,000 crore last year. Thus 12 banks, formerly in this group, have 
been shifted to the mid-sized cluster. Figures іп bold in each cell are ranks on respective parameters; 3-year growth is Compound Annual Growth Rate (CAGR); Values in each 
parameter are rounded off; NA: Not Applicable; NPA: Non-Performing Assets 
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CASA: Current Account Savings Account; AWF: Average Working Fund; КОСЕ: Return on Capital Employed; The 2011 rankings were carried in the November 27, 2011 issue; *Eestructured 
assets/Total average loans and advances; For explanation of parameters and how the total score was arrived at, see The Ranking Process on page 108 
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C. THE 2012 RANKINGS 
— LARGE BANKS Balance sheet size more than <1,00,000 crore 
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Due to — in the criteria ior ie ros Banks, Y YES Bank, J&K Bank, Federal Bank, Kotak | Mahindra Bank, ‘Dena Bank, State Bank of of Patiala, S State Bank of — State B Bank kof B Bikaner 
and Jaipur, State Bank of Travancore, Punjab & Sind Bank, Vijaya Bank, and Bank of Maharashtra have been shifted to the mid-sized cluster; Figures in bold in each cell are ranks on respective 
parameters; 3-year growth is Compound Annual Growth Rate (CAGR); Values in each parameter are rounded off; NA: Not Applicable; NPA: Non-Performing Assets 
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J&K Bank has the lowest cost to | 
income ratio in the mid-sized banks cluster 
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CASA: Current Account Savings Account; AWF: Average Working Fund; КОСЕ: Return on Capital Employed; The 2011 rankings were carried in the November 27, 2011 issue; 
assets/Total average loans and advances; For explanation of parameters and how the total score was arrived at, see The Ranking Process on page 108 
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MID-SIZED BANK 


Balance sheet size less than <1,00,000 crore 
and more than 10 branches 
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Due to change in the criteria for defining Large Banks, YES Bank, J&K Bank, Federal Bank, Kotak Mahindra Bank, Dena Bank, State Bank of Patiala, State Bank of Mysore, State Bank of Bikaner 
and Jaipur, State Bank of Travancore, Punjab & Sind Bank, Vijaya Bank, and Bank of Maharashtra have been shifted to this cluster; Figures in bold in each cell are ranks on respective parame- 
ters; 3-year growth is Compound Annual Growth Rate (CAGR); Values in each parameter are rounded off; NA: Not Applicable; NPA: Non-Performing Assets 
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| Dhanlaxmi Bank isthe only bank in 
mid-sized segment to post operating losses 
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CASA: Current Account Savings Account; АМЕ: Average Working Fund; КОСЕ: Return on Capital Employed; The 2011 rankings were carried іп the November 27, 2011 issue: * Sestructured 
assets/Total average loans and advances; For explanation of parameters and how the total score was arrived at, see The Ranking Process on page 108 
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Small Banks now comprise those with balance sheet size above 110,000 crore, instead of 3,000 crore as before. Those with balance sheet size below 10,000 crore form the Very — 

Small Banks category. Thus, Mizuho Corporate has been shifted from the Small Banks cluster to Very Small Banks ciuster; Credit Agricole, State Bank of Mauritius, Krung Thai, and 

Mashreq Bank are new entrants in Very Small Banks cluster; Figures in bold in each cell are ranks on respective parameters; 3-year growth is Compound Annual Growth Rate (CAGR); 
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Bank of America has the highest 
return on assets in the small-size category 
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Values in each parameter are rounded off; NA: Not Applicable; NPA: Non-Performing Assets CASA: Current Account Savings Account: AWF: Average Working Fund: ROCE: Return on Capital 
Employed; The 2010 rankings were carried in the November 27, 2011 issue; * Restructured assets/Total average loans and advances; For explanation of parameters and how the total score 
was arrived at, see The Ranking Process on page 108 
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he Ranking 
Process 


ı he data used for the rankings was based 
o | on published annual reports of banks 
` and the Reserve Bank of India's Profile 
of Banks, 2011/2012. The period cov- 
ered is 2008/09 to 2011/12. The rank- 
ing looks at 67 scheduled commercial 
banks that provided their annual reports at 
the time of conducting the study. The scheduled 
commercial banks for which financial statements were 
not available to us or have not completed four years of 
operations, did not qualify for the study. For banks having 
zero non-performing assets (NPAs), the provision coverage 
ratio was considered to be 100 per cent, thus assigning 
them the highest rank in that category. 

Three broad parameters were divided into 28 sub- 
parameters as against 27 earlier. The new parameter — 
Restructured Assets — has been introduced to cover the 
rising cases of debt restructuring. 






AME М 


Growth: Over 2010/11, in depos- 
its, loans and advances, fee income 
(commissions, exchange, brokerage 
plus miscellaneous income), operating 
profit, absolute market share of depos- 
its, absolute market share of current 
account savings account (CASA); 
three-year compound annual growth 
rate (CAGR) of total deposits, loans and 
advances, fee income, and operating profit. 


Size: Total deposits, operating profit and balance sheet 
size for financial year 2011/12. 


Strength: 

Quality of Assets. Total NPA growth ratio: Additions 
to NPAs during the year expressed as a percentage of aver- 
age net advances; NPA coverage: provisions for NPA ex- 
pressed as a percentage of gross NPA closing balance; Net 
NPAs/Net Advances: gross NPAs net of provisions ex- 
pressed as a percentage of net advances: Restructured 
Assets/Total Average Loans and Advances: standard re- 
structured assets expressed as a percentage of total aver- 
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age loans and advances. 

Productivity and Efficiency. Cost to Income Ratio: 
operating expenditure expressed as a percentage of oper- 
ating income; Cost to Average Asset Ratio: operating 
expenditure expressed as a percentage of average assets; 
Operating Profit per Employee: operating profit divided 
by total emplovees; Absolute Increase in Return on 
Assets: basis points increase in return on assets (net profit 
over total assets) from 2010/11 to 2011/12; Percentage 
increase in ratio of operating profit to total income from 
2010/11 to 2011/12. 

Quality of Earnings. Return on Assets: ratio of net 
profit to tota! assets for 2011/12; Fee income as a percent- 
age of total income; Return on Capital Employed: reported 
net profit divided by average net worth: Net interest in- 
come as a percentage of average working funds. 

Capital Adequacy. Capital Adequacy Ratio: Capital- 
to-risk weighted assets ratio for FY 2011/12; Tier-I 

Capital: total of equity capital and dis- 
closed reserves. 


The Process: Banks were 

grouped into four sets. The balance 

sheet size has been increased. from 

350,000 crore to 131.00,000 crore for 

large and mid-sized banks and 

310,000 crore from 33.000 crore for 
small and very small banks. to reflect 
the banks' growing assets base. 

Set A: 24 banks with balance sheet size greater than 
or equal to 31,00,000 crore: 

Set B: 26 banks with balance sheet size less than 
31.00,000 crore and more than 10 branches: 

Set C1: Six banks with balance sheet size more than or 
equal to 310,000 crore and 10 or fewer branches; 

Set C2: 11 banks with balance sheet size less than 
310,000 crore and less than 10 branches. 

To compute a bank's total score, it was assigned a 
score for each of the 28 parameters, based on its ranks on 
the parameters. The score under each parameter was 
multiplied by the parameter's weightage. The results 
were aggregated to arrive at the total score. Ф 
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The seven seismic shifts of perspective and responsibility. 





By MICHAEL D. WATKINS 


arald (not his real name) is a high-poten- 
tial leader with 15 years of experience at 
a leading European chemical company. 
He started as an assistant product man- 
ager in the plastics unit and was quickly 
transferred to Hong Kong to help set up 
the unit's new Asian business centre. As 
sales there soared, he soon won a promo- 
tion to sales manager, Three years later he 
returned to Europe as the marketing and 
sales director for Europe, West Asia. and Africa, oversee- 
ing a group of 80 professionals. Continuing his string of 
successes, he was promoted to vice president of market- 
ing and sales for the polyethylene division, responsible 
for several lines of products, related services, and a staff 
of nearly 200. 

All of Harald's hard work culminated in his appoint- 
ment as the head of the company’s plastic resins unit. a 
business with more than 3,000 employees worldwide. 
Quite intentionally. the company had assigned him to 
run a small but thriving business with a strong team. 
The idea was to give him the opportunity to move be- 
yond managing sales and marketing, get his arms 
around an entire business, learn what it meant to head 
up a unit with the help of his more-experienced team. 
and take his leadership skills to the next level in a situ- 
ation free from complicating problems or crises. The 
set-up seemed perfect, but a few months into the new 
position, Harald was struggling mightilv. 

Like Harald, many rising stars trip when they shift 
from leading a function to leading an enterprise and for 





the first time taking responsibility for a P&L and oversight 
of executives across corporate functions. It truly is differ- 
ent at the top. To find out how, I took an in-depth look at 
this critical turning point, conducting an extensive series 
of interviews with more than 40 executives, including 
managers who had developed high-potential talent. se- 
nior HR professionals, and individuals who had recently 
made the move to enterprise leadership for the first time. 

What I found is that to make the transition success- 
fully, executives must navigate a tricky set of changes in 
their leadership focus and skills, which I call the seven 
seismic shifts. They must learn to move from specialist to 
generalist, analyst to integrator, tactician to strategist, 
bricklayer to architect, problem solver to agenda setter, 
warrior to diplomat, and supporting cast member to lead 
role. Like so many of his peers, Harald had trouble nego- 
tiating most of these shifts. To see what makes them so 
difficult, let's follow him through each of them, as he con- 
fronts unnerving surprises, makes unwarranted assump- 
tions, encounters entirely new demands on his time and 
imagination, makes decisions in ignorance, and learns 
from his mistakes. 


Specialist to Generalist 
Harald's immediate challenge was shifting from leading a 
single function to overseeing the full set of business func- 
tions. In his first couple of months, this shift left him feel- 
ing disoriented and less confident in his ability to make 
good judgments. And so he fell into a classic trap ~ over- 
managing the function he knew well and undermanag- 
ing the others. Fortunately for Harald, this became crys- 
tal clear when his vice president of HR gave him some 
blunt feedback about his relationship with his sales and 
marketing VP: “You are driving Claire crazy. You need to 
give her some space.” 

Harald’s tendency to stay in his functional comfort 
zone is an understandable reaction to the stresses of mov- 
ing up to a much broader role. It would be wonderful if 
newly appointed enterprise leaders were world-class ex- 
perts in all business functions, but of course they never 
are. In some instances they have gained experience by 
rotating through various functions or working on cross- 
functional projects, which certainly helps. (See How to 
Develop Strong Enterprise Leaders.) But the reality is that 
the move to enterprise leadership always re- 
quires executives who've been specialists to | 
quickly turn into generalists who know — ^ 
enough about all the functions to run E 
their businesses. 

What is "enough"? Enterprise 
leaders must be able to (1) make de- 
cisions that are good for the business ` 


ER 














All the shifts a function head must 
make when first becoming an | 
enterprise leader involve. learning new. 
skills and cultivating new mindsets. 
Here are the shifts and what « each 
requires executives to de v 
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{һе leaders s Ey 


ANALYST: 
Integrate the coll 
of cross-functional teams and make 
appropriate trade-offs to solve 
complex organisational problems 


TACTICIAN TO STRATEGIST 

Shift fluidly between the details and the 
larger picture, perceive important 
patterns in complex environments, and 
anticipate and influence the reactions 
of key external players 


BRICKLAYER TO ARCHITECT 
Understand how to analyse and design 
organisational systems so that strategy, 
structure, operating models, and skill bases 
fit together effectively and efficiently, 

and harness this understanding to make 
needed organisational changes 


PROBLEM SOLVER 

TO AGENDA SETTER 

Define the problems the organisation 
should focus on, and spot issues that 
don't fall neatly into any one function 
but are still important 


WARRIOR TO DIPLOMAT 
Proactively shape the environment in 
which the business operates by 
influencing key external constituencies, 
including the government, NGOs, the 
media, and investors 


SUPPORTING CAST 
MEMBER TO LEAD ROLE 
Exhibit the right behaviours as a role 


: model for the organisation and learn to 


communicate with and inspire large 
groups of people both directly and, 
increasingly, indirectly 
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as a whole and (2) evaluate the talent on their teams. To 
do both they need to recognise that business functions 
are distinct managerial subcultures, each with its own 
mental models and language. Effective leaders under- 
stand the different ways that professionals in finance, 
marketing, operations, HR. and R&D approach business 
problems. and the various tools (discounted cash flow, 
customer segmentation, process flow, succession plan- 
ning, stage gates, and the like) that each discipline ap- 
plies. Leaders must be able to speak the language of all 
the functions and translate for them when necessary. 
And critically, leaders must know the right questions to 
ask and the right metrics for evaluating and recruiting 
people to manage areas in which they themselves are 
not experts. 

The good news for Harald was that, in addition to 
assigning him to a high-performing unit, his company 
had strong systems in place for evaluating and develop- 
ing talent in key functions. These included well-crafted 
systems for performance reviews and 360-degree feed- 
back, and for collecting input from corporate functions. 
His heads of finance and HR, for instance, while report- 
ing directly to him, also had dotted-line reporting rela- 
tionships with their respective corporate departments, 
which assisted Harald with their evaluation 
and development. So he had plenty of 
resources to help him understand what 
"excellence" meant for each function. 

By investing directly in creating stan- 
dardised evaluation schemes for each |... 
function, companies can ensure that new 
enterprise leaders get the lay of the land: 
faster. But even if their firms don't have 












such systems, aspiring enterprise leaders can prepare 
themselves by building relationships with colleagues in 
other functions, seeking to learn from them (perhaps in 
exchange for insight into their own functions! so that 
they can develop their own templates. 


Analyst to Integrator 

The primary responsibility of functional leaders is to 
recruit, develop, and manage people who focus in ana- 
lytical depth on specific business activities. An enterprise 
leader s job is to manage and integrate the collective 
knowledge of those functional teams to solve important 
organisational problems. 

Harald found himself struggling with this shift carly 
on as he sought to address the many competing de- 
mands of the business. His sales and marketing VP. ior 
example. wanted to aggressively go to market with a 
new product, while his head of operations worried that 
production couldn't be ramped up quickly enough to 
meet the sales staff s demand scenarios. Harald s team 
expected him to balance the needs of the supply side of 
the business (operations) with those of its demand side 
(sales and marketing). to know when to focus on the 
quarterly business results (finance) and when to invest 

in the future (R&D). to decide how much attention to 
devote to execution and how much to innovation. 

and to make many other such calls. 

= Once again. executives need general knowl- 
| edge of the various functions to resolve such 
"^ competing issues, but that isn't enough. The 
«Skills required have less to do with analysis 
and more to do with understanding how to 
make trade-offs and explain the rationale 
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for those decisions. Here, too, previous experience with 
cross-functional or new-product development teams 
would stand newly minted enterprise leaders in good 
stead, as would a previous apprenticeship as a chief of 
staff to a senior executive. But ultimately, as Harald 
found, there is no substitute for actually making the calls 
and learning from their outcome. 


Tactician to Strategist 

In his early months, Harald threw himself into the myr- 
iad details of the business. Being tactical was seductive — 
the activities were so concrete and the results so immedi- 
ate. Consequently, he lost himselfin the day-to-day flow 
of attending meetings, making decisions. and pushing 
projects forward. 

The problem with this, of course, 
was that a core part of Harald's new 
role was to be strategist-in-chief for 
the unit he now led. To do that, he 
had to let go of many of the details 
and free his mind and his time to fo- 
cus on higher-level matters. More 
generally, he needed to adopt a stra- 
tegic mindset. 

How do tactically strong leaders 
learn to develop such a mindset? By 
cultivating three skills: level shift- 
ing, pattern recognition, and mental 
simulation. Level shifting is the abil- 
ity to move fluidly among levels of 
analysis — to know when to focus on 
the details, when to focus on the big 
picture, and how the two relate. Pat- 
tern recognition is the ability to discern 
important causal relationships and 
other significant patterns in a com- 
plex business and its environment 
~ that is, to separate the signal from 
the noise. Mental simulation is the 
ability to anticipate how outside par- 
ties (competitors, regulators. the media, key members of 
the public) will respond to what you do, to predict their 
actions and reactions in order to define the best course 
to take. 

In Harald's first year, for instance, an Asian com- 
petitor introduced a lower-cost substitute for a key 
resin product his unit made. Harald needed not only to 
consider the immediate threat but also to think expan- 
sively about what the competitor's future intentions 
might be. Was the Asian company going to use this 
low-end product to forge strong customer relationships 
and progressively offer a broader range of products? If 
so, what options should Harald's unit pursue? How 
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would the competitor respond to what Harald chose 
to do? Those were not questions he had been respon- 
sible for as head of marketing and sales. In the end, af- 
ter analysing various courses of action with his senior 
team, he chose to lower prices, forgoing some current 
profits in an effort to slow the loss of market share — 
a move he did not live to regret. 

Are strategic thinkers born or made? The answer is 
both. There's no doubt that strategic thinking, like any 
other skill, can be improved with training. But the abil- 
ity to shift through different levels of analysis, recognise 
patterns, and construct mental models requires some 
natural propensity. One of the paradoxes of leadership 
development is that people earn promotions to senior 
functional levels predominantly by 
being good at blocking and tackling. 
but employees with strategic talent 
may struggle at lower levels because 
they focus less on the details. Dar- 
winian forces can winnow strategic 
thinkers out of the developmental 
pipeline too soon if companies don't 
adopt explicit policies to identify and 
to some degree protect them in their 
early careers. 


Bricklayer to Architect 
Too often, senior executives dabble in 
the profession of organisational design 
without a licence — and end up com- 
mitting malpractice. They come into 
their first enterprise-level role itching 
to make their mark and then target el- 
ements of the organisation that seem 
relatively easy to change, like strategy 
or structure, without completely un- 
derstanding the effect their moves will 
have on the organisation as a whole. 
About four months into his new 
role, for example, Harald concluded 
that he needed to restructure the business to focus more 
on customers and less on product lines. It was natural 
for him. as a former head of sales and marketing, to 
think this way. In his eyes it was obvious that the busi- 
ness was too rooted in product development and opera- 
tions and that its structure was an outdated legacy of 
the way the unit had been founded and grown. So he 
was surprised when his restructuring proposal was met 
first with stunned silence from his team and then with 
vociferous opposition. It rapidly became clear that the 
existing structure in this successful division was linked 
in intricate and nonobvious ways to its key processes 
and talent bases. To sell the company's chemicals, for 
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How Do І Evaluate a Sales Executive? 


Enterprise leaders need to evaluate the work of all their functional executives, not just those in the same 
area they came from. A simple template that systematically lists the most important metrics to track for 
a particular function, as well as which ones indicate trouble is brewing, will help new leaders get up to 


speed. Here is an example of a template for sales: 


PEOPLE 
Е MANAGEMENT 


p Customer satisfaction 


(s and retention rates | 


ee Evidence of - 


UE understanding - 
purchasing | patterns 


Average amount : 


instance, the salespeople needed to have deep product 
knowledge and the ability to consult with customers on 
applications. A shift to a customer-focused approach 


would have required them to sell a broader range of 


complex products and acquire huge amounts of new 
expertise. So while a move to a customer-focused struc- 
ture had potential benefits, certain trade-offs needed to 
be evaluated. Implementation would. for instance, re- 
quire significant adjustments to processes and substan- 
tial investments in employee retraining. These changes 
demanded a great deal of thought and analvsis. 

As leaders move up to the enterprise level, they be- 
come responsible for designing and altering the archi- 
tecture of their organisation — its strategy, structure, 
processes, and skill bases. To be effective organisational 
architects, they need to think in terms of systems. They 
must understand how the key elements of the or- 
ganisation fit together and not naively believe, 
as Harald once did, that they can alter one ele- 
ment without thinking through the implications . 
for all the others. Harald learned this the hard 
way because nothing in his experience 
as a functional leader had afforded him 
the opportunity to think about an or- 
ganisation as a system. Nor did he have 
enough experience with large-scale 


116 BUSINESS TODAY December 9 2012 





organisational change to develop those insights from 
observation. 

In this Harald was typical: Enterprise leaders need 
to know the principles of organisational change and 
change management, including the mechanics of or- 
ganisational design, business process improvement, 
and transition management. Yet few rising executives 
get any formal training in these domains. leaving most 
ofthem ill equipped to be the architects of their organisa- 
tions ~ or even to be educated consumers of the work of 
organisational development professionals. Here Harald 
was once again fortunate in having — and having the 
sense to rely on ~ an experienced staff that offered him 
cogent advice about the many interdependencies he had 
not originaily considered. Not all new enterprise leaders 
are that lucky, of course. But if their companies have 







- invested і in sending them to executive education pro- 


grammes that teach organisational change, 
| they ll be better prepared for this shift. 


Problem Solver to 
Agenda Setter 
Many managers are promoted to 
senior levels on the strength of their 
ability to fix problems. When they 
become enterprise leaders, however. 
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YOU MAY BE 


they must focus less on solving prob- 
lems and more on defining which 
problems the organisation should 
be tackling. 

To do that, Harald had to perceive 
the full range of opportunities and 
threats facing his business, and focus 
the attention of his team on only the 
most important ones. He also had to 
identify the “white spaces" — issues 
that don't fall neatly into any one 
function but are still important to the 
business, such as diversity. 

The number of concerns Harald 
now had to consider was head-spin- 
ning. When he had run sales and 
marketing, he had gained some ap- 
preciation for how difficult it was for 
business heads to prioritise all the 
issues thrown at them in any given 
day, week, or month. Still, he was sur- . 
prised by the scope and complexity of . 
some of the problems at this level. He 
wasn't sure how to allocate his time 
and immediately felt overloaded. He 
knew he needed to delegate more, but 
he wasn t clear yet about which tasks 
and assignments he could safely leave . 
to others. i 

The skills he had honed as a func- 
tional leader — mastery of sales and 
marketing tools and techniques, or- 
ganisational know-how, and even 
the ability to mobilise talent and pro- 
mote teamwork — were not enough. 
To work out which problems his team 
should focus on - that is, to set the agenda — he had to 
learn to navigate a far more uncertain and ambigu- 
ous environment than he was used to. He also needed 
to learn to communicate priorities in ways his organi- 
sation could respond to. Given his sales and marketing 
background, Harald struggled less with how to com- 
municate his agenda. The challenge was figuring out 
what that agenda was. To some degree he just had to 
learn from experience, but here again he was aided by 
the members of his team. who pressed him for guidance 
on issues they knew he needed to consider. He also could 
rely on the company's annual planning process, which 
provided a structure for defining key goals for his unit. 
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Warrior to Diplomat 
In his previous roles, Harald had focused primarily on 
marshalling the troops to defeat the competition. Now 
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* he found himself devoting a surpris- 
3Y ing amount of time to influencing 
a host of external constituencies. 
including regulators, the media, in- 
vestors, and NGOs. His support staff 
was bombarded with requests for his 
time: Could he participate in indus! y 
or government forums sponsored bx 
the government affairs departrnent — 
Would he be willing to sit for an in- 
terview with an editor from a leading 
business publication? Could he meet 
with a key group of institutional in- 
vestors? Some of these groups he was 
familiar with; others not at all. But 
what was entirely new to him was 
his responsibility not just to interac 
with various stakeholders нын aiso 
to proactively address their conce 

in ways that meshed with the im: 5 
interests. Little of Harald's prev. 
experience prepared him lor the chal- 
lenges of being a corporate diplomat. 

What do effective corporate dip- 
lomats do? They use the tools of di- 
plomacy ~ negotiation, persuasion. 
contlict management, and alliance 
building ~ to shape the external 
business environment to support 
their strategic objectives. In the e pro- 
cess they often find themselves col- 
laborating with people with whom 
they compete aggressivelv in the 
market every day. 

To do this well, enterprise leaders 
need to embrace a new mindset ~ to 
look for ways that interests can or do align, understand 
how decisions are made in different kinds of organisations. 
and develop effective strategies for influencing others. 
They must also understand how to recruit and manage 
employees of a kind that they have probably never su- 
pervised before: professionals in key supporting functions 
such as government relations and corporate communi- : 
cations. And they must recognise that these emplovees 
initiatives have longer horizons than the ongoing busi- 
ness, with its focus on quarterly or even annual results, 
does. Initiatives like a campaign to shape the development 
of government regulation can take years to unfold. Н 
took Harald a while to understand this, as his staffers 
educated him about how painstakingly they managed 
issues over protracted periods of time and how they pe- 
riodically bemoaned the results when someone took 
his eve off the ball. 
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Supporting Cast Member 
To Lead Role 

Finally. becoming an enterprise 
leader means moving to centre stage 
under the bright lights. The inten- 
sity of the attention and the almost 
constant need to keep up his guard 
caught Harald by surprise. He was 
somewhat shocked to discover 
how much stock people placed in 
what he said and did. Not long after 
he first took the job, for example. 
he met with his vice president of 
R&D and mused about a new way of 
packaging an existing product. Two 
weeks later a preliminary feasibility 
report for it appeared on his desk. 

In part, this shift is about hav- 
ing a much greater impact as a role 
model. Managers at all levels are role 
models to some degree. But at the en- 
terprise level, their influence is mag- 
nified, as everyone looks to them for 
vision, inspiration, and cues about 
the "right" behaviours and attitudes. 
For good or ill, the personal styles and 
quirks of senior leaders are infectious, 
whether they are observed directly 
by employees or indirectly transmit- 
ted from their reports to the level below and on down 
through the organisation, This effect can't really be 
avoided, but enterprise leaders can make it less inadver- 
tent by cultivating more self-awareness and taking the 
time to develop empathy with subordinates’ viewpoints. 
After all, it wasn't so long ago that they were the subordi- 
nates, drawing these kinds of inferences from their own 
bosses’ behaviour. 

Then there is the question of what it means, practi- 
cally speaking, to lead large groups of people — how to 
define a compelling vision and share it in an inspiring 
way. Harald, already a strong communicator who was 
used to selling ideas along with products, still needed to 
adjust his thinking in this regard (though perhaps less 
so than some of his counterparts). In his previous job he 
had maintained a reasonable degree of personal, albeit 
sometimes sporadic. contact with most of his employees. 
Now that he was overseeing 3,000-plus people scattered 
around the globe, that was simply impossible. 

The implications of this became clear as he worked 
with his team to craft the annual strategy. When the 
time came to communicate it to the organisation, he 
realised that he couldn't simply go out and sell it him- 
self; he had to work more through his direct reports and 
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find other channels, such as video. 
for spreading the word. And after 
touring most of the unit's facilities, 
Harald likewise worried that he'd 
never really be able to figure out 
what was happening on the front 
lines. So rather than meet just with 
leaders when he made site visits, he 
instituted brown-bag lunches with 
small groups of frontline employees 
and tuned in to online discussion 
groups in which employees could 
comment on the company. 


For the most part, the seven 
shifts involve switching from left- 
brain, analytical thinking to right- 
brain conceptual mindsets. But that 
doesn't mean enterprise leaders 
never spend time on tactics or on 
functional concerns. It's just that 
they spend far, far less time on those 
responsibilities than they used to 
in their previous roles. In fact, it's 
often helpful for enterprise leaders 
to engage someone else ~ a chief of 
staff, a chief operating officer, or a 
project manager - to focus on ex- 
ecution, as a way to free up time for 





their new role. 

As for Harald, his story ended well. He was fortunate 
to be working for a company that believed in leadership 
development and to have an experienced team that was 
able — and willing — to give him effective counsel. So de- 
spite the many bumps in the road, the business contin- 
ued to thrive, and Harald eventually found his stride as 
an enterprise leader. Three years later, armed with all 
this experience. he was asked to take over a much larger. 
struggling unit of the company and initiated a success- 
ful turnaround. Reflecting back, he says, "The skills that 
got you where you are may not be the requisite skills to 
get you to where you need to go. This doesn't discount 
the accomplishments of your past. but they will not be 
everything you need for the next leg ofthe journey." 


Michael D. Watkins is a cofounder of Genesis 
Advisers, a leadership development firm specialising in 
onboarding and transition acceleration, and a professor at 
IMD. He is the author of The First 90 Days and Your Next 
Move (both from Harvard Business Press). This article was 
published in Harvard Business Review, June 201 2. Copy- 
right © 201 2 Harvard Business School Publishing Corpora- 
tion. All rights reserved. 
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SEZs in Tamil Nadu 





Boost Industrial Growth, Generate Employment 


The Special Economic Zones are catalysts of industrial development and creation of employment opportunities. 
The National policy permits development of SEZs in the public, private or joint sectors or by the State 
Governments or their agencies. They are expected to promote establishment of large, self-contained areas 
supported by world-class infrastructure for export production. 


Tamil Nadu government has been in the forefront of creating SEZs and it 
announced an SEZ policy in 2003. The Tamil Nadu Special Economic Zone 
(Special Provisions) Act received the Governor's assent on October 13, 
2005. As a result of the policy initiatives of the Tamil Nadu government, of 
the 158 operational SEZs in the country 32 are in Tamil Nadu. Many more 
are approved and are being set up. The Tamil Nadu Chief Minister, 
Ms J Jayalalithaa's recent scheme of 'Tamil Nadu Vision 2023' aims at 14 
per cent growth in the manufacturing sector in the next 11 years. The SEZs 
are envisaged to have very important role in this. 

The Vision document says that the Tamil Nadu Industrial Development 

Corporation Limited (TIDCO) was also planning to set up multi-product SEZs 
across the state. Based on the Vision document, the Policy Note of the 
Industries Department for 2012-13, has said that TIDCO would be 
establishing multi- product SEZs at Tiruvallur, Perambalur and Krishnagiri 
districts. A 3000-acre land has been ear-marked in Perambalur district for 
which the Union Ministry of Commerce and Industries has already accorded 
its approval, while 280-acre land has been identified in Krishnagiri district. 
Most of the SEZs in the State are for information and communication 
technology services and products (IT/ITES). There are also SEZs for 
automobile components, engineering goods, multi-products, textiles, 
leather, footwear, warehousing, agro and food processing, marine 
biotechnology, and pharmaceuticals. TIDCO is taking steps for 
implementing Aerospace Park and a Bio Technology Core Instrumentation 
Facility, The private sector industries also have established SEZs in different 
parts of the State. DLF IT SEZ, Ramanujan IT City, ETA Technopark, AMRL 
Hitech City and MARG Swarnaboomi are among the leading private sector 
SEZs in Tamil Nadu. 
The concept of SEZs was announced by the Union government in 2000 
through a revision in the EXIM Policy 1997-2002 to create an 
internationally competitive and hassle - free environment for export 
production. ‘The Special Economic Zones Act’ was passed by Parliament in 
May 2005. The SEZ Act, 2005 and SEZ Rules became effective on February 
10, 2006. The SEZs were preceded by the Export Processing Zones (EPZs). 





The first EPZ was set up at Kandla 1965. Many other Е! 

Madras Export Processing Zone (MEPZ) were set up in the subsequent year 
But they did not produce the desired results. Therefor 
government opted for the transition to SEZs which were prov: be vel 
successful in several developing countries, especially i! 

are over 3000 SEZs operating in 120 countries. In 2011 t! 


over US$ 600 billion in exports and about 50 million jobs 
In order to create an investor and industry-friendly envin 
virtually deemed to be a foreign territory within the country 


1 
і па 


rules and regulations governing import and export 
enclaves in terms of industrial, tariff, service and trade operations. There wil 
be no Customs duties with a more liberal regime | 
investment and other transactions. Above all these the | 
expected to be insulated from the domestic regulations a 
inadequacies to tap the full potential of the concept of SEZs 


The national and Tamil Nadu-specific incentives for SEZs include 


Full tax exemption for the first five years, and 50% for the next 
five years 

No licence required for import and exemption from custom duty 
on import of raw materials, capital goods, spares et 

Exemption from Central excise duty on procurement of capita 
goods, raw materials, spares etc from the domestic market 
Reimbursement of Central Sales Tax paid on domestic purchases 
100 per cent foreign direct investment in manufacturing sector 
Zero-rating of input VAT for purchases from domestic tariff area 
capital subsidies and other incentives under the Tamil Nadu 
Industrial Policy 2007 


Public utility status and exemption from stamp duty and Tamil 
Nadu electricity duty 


The Tamil Nadu government provides several fiscal support to the SEZs. Import of goods for operation, development, and maintenance of the units in SEZ are 
duty- free. Exemption is offered from all other kinds of taxes such as Sales Tax, Excise Duty, Customs Duty, Mandi Tax, Purchase Tax and Electricity Cess. The 
units within the SEZ are exempted from paying the Minimum Alternate Tax and from paying taxes that are charged by the local bodies as they would be 
responsible for their own maintenance and VAT and Sales Tax will be applicable on the goods that are produced in the SEZ and are sold in the local market 

This feature highlights in a special way the attractive features of the largest IT SEZ of Tamil Nadu, DLF, and the most conveniently located IT SEZ, Ramanjan | 
City which includes Serviced apartments with latest amenities and a convention centre. 
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RAMANUJAN IT CITY 


an SEZ to unleash business 
potential beyond infinity 


India's most trusted business group, Tata made 
its foray into realty and infrastructure 
development with Tata Realty And Infrastructure 
Limited. A 100% subsidiary of Tata Sons, 
formed in accordance with the group's 
philosophy of entering core sector businesses 
of national and economic significance. The 
projects include Real Estate development, Urban 
Infrastructure, Airports, SEZs, Bridges, Roads & 
Highways, and Logistics Parks. 


TRIL Infopark Limited is a special purpose vehicle for the project Ramanujan 
IT City at Taramani ‚Chennai. It is a joint venture development by Tata Realty 
and Infrastructure Limited, Indian Hotels Company Limited (IHCL) and 
Tamil Nadu Industrial Development Corporation (TIDCO) 


"Ramanujan IT City" is a humble tribute to Tamil Nadu's legendary 
mathematician Srinivasa Ramanujan 


This IT/ITES Special economic zone is situated in Chennai, India's IT and 
cultural hot spot and is strategically located within tne city limits at 
Taramani, the very start of Rajiv Gandhi Salat (OMR ) and the IT corridor of 


Chennai 


Spread over 25.27 acres and designed by world renowned architects SOM, 
Skidmore Owings & Merrill, USA, this green picturesque landscape is 
divided into two parts .The processing zone comprises a total of four blocks 
of IT/ITES SEZ space and the non-processing zone comprises of 120 luxury 
Serviced apartments with all amenities and a 1500 seater international 
convention centre. Being developed in a phased manner, the incubation 
center at the IT SEZ enables tenants to commence operations at the earliest 


Currently two buildings, Hardy Tower and Carr Tower are already fully 


occupied by some of the top IT Companies of the world 








The third and fourth buildings - Neville tower and Littlewood Tower will be 


ready for fit outs by February 2013. Ramanujan IT City has five levels of car 
parking and amenities like a gymnasium, ATMs and food court. Highly 
efficient floor slates, 100% power back up, access control, video 
surveillance ,international fire alarm systems and most of all a professional 
and personal property &facility management system to ensure the highest 
standards in all aspects are some of the key features. 


Ramanujan IT City is also a pre-certified LEED Gold rated green building 
and IMS certified with ISO 50001:201 1.The Energy Management System is 
the latest certfication along with Quality, Environment and Safety 


management systems that have been awarded. 


Ramanujan IT City employs fundamental principles of sustainability and 
aims to establish new standards for innovative sustainable design strategies. 


• 100% power back-up with Thermal Ice Storage System in a 
centralized utility plant, to take advantage of cheaper non-peak 
power while lowering overall operating cost and energy savings per 


year 
* East/West facing openings proportioned to minimize solar heat gain 


• Digital simulation and analysis tools to optimize glass and window- 


to-wall ratios 


e A combination of passive design and active systems provide 
compliance not only with Indian Energy Conservation Codes, but also 
the Americar Society of Heating, Refrigeration and Air-Conditioning 
Standards (ASHRAE). Energy consumption is approximately 15% 
lower than internationally recognized ASHRAE-energy compliance 


standards 


• Ramanujan IT City supports off-grid facilities, harnesses the cooling 


effects of prevailing monsoon winds, provides shaded public 


amenities and uses local materials for architecture and landscape 


design., 


A comfortable campus with greenery and well landscaped spaces, reduced 
travel time due to its location, saving on employee transport costs and 
various amenities are some of the key ingredients that enable a work life 
balance at Ramanujan IT City, thus giving an employer the pick of some of 
the brightest minds in IT. 


At the turn of the 20th century, Srinivasa Ramanujan’s unbridled brilliance 
made extraordinary contributions to the world of mathematics as we know it. 
Today, this genius is celebrated at Ramanujan IT City and is soon becoming 
one of Chennai's iconic landmarks 








INTERVIEW 


How do SEZs help Indian industry? 


Special economic zones are created to enable organizations to fulfill 
their export obligations at a minimal cost, thanks to subsidies and duty 
cuts offered by the government. Such benefits serve as effective 
catalysts for industrial growth, as they lure more companies to setup 
shop in SEZs. Another key by-product of SEZs is the employment 
opportunities it generates. The TATA group is proud to be associated 
with an enterprise that accelerates the country's economic progress. 


Why do you think Chennai needs an SEZ that is dedicated to the IT 
segment? 

More than a NEED, | would say that Chennai is best suited for an 
IT/ITES SEZ. In the last decade, Chennai has emerged as India's IT 
Knowledge Capital. With over 2.5 lac engineering graduates churned 
out by colleges in and around Chennai every year, IT companies are sure 
to find the bright minds that can run, manage, implement, and drive 
their technological dreams! Add to that a state government that is IT- 
friendly, and you have a business climate that promises exponential 
growth. 


That explains the burgeoning 'IT Park' culture in Chennai! But, amidst 
all this competition, how does Ramanujan IT City stand out? 


There are many Reasons! 


Location: In most cities, SEZs are typically relegated to the suburbs, 
where there is less or no sign of life! This IT Park is located in Taramani – 
the beginning of the city's IT highway! It is probably the only SEZ that 
functions within city limits. The site is extremely well-connected with 
the rest of the city by road and rail. Commuting to work and back is the 
last thing that employees should worry about! Moreover, the area 
abounds in stylized apartment complexes, shopping malls, retail 
outlets, hotels, schools in short, all that you need to maintain a healthy 
work-life balance. 


Brand Name: The name TATA is synonymous with quality, reliability, 
honesty, and commitment. 


Multi-tenancy: Ramanujan IT City is one of the first multi- 
tenanted SEZs developed in Chennai. In a city where most IT SEZs 
play host to office spaces built by companies for their own usage, this 
is a rare SEZ where the TATA group has developed and promoted a 
property for the usage of other companies. 


Cost-effective: The cost of leasing out of office space in this 
prime location is offset by huge savings in energy, the non- 
requirement of employee transportation, and reduction in 
production/operating costs owing to the SEZ status. 


World class design: The best minds in the construction, architecture, 
and the hotel industry have come together to build Ramanujan IT city 
that matches global standards. We hope to present this great city with a 
towering structure that is not only practical and professional, but is also 
aesthetically pleasing. 


Scalability: Since Ramanujan IT City is still being developed, the 
expansion plans of existing tenants can be easily accommodated. 


Can you name a few companies that are already operating in your 
premises? 

The workspace comprises of 17 acres and is spread over a total space of 
3.4 million sq. ft. Four mammoth towers are being built to cover this 
vast expanse of land, of which two towers are currently fully 
operational. These two towers are occupied by the who's who of the IT 
industry. The existing companies operating are - Cognizant, Hp, Infosys, 
MindTree, Cisco, SITEL, etc., 
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What additional facilities does your Ramanujan IT City offer? 


Multi-level car parking, a massive food court, a 
gymnasium, and ATMs are provided at the workspace ensuring 
basic needs of employees are fulfilled within Ramanujan IT city. The 
non-working space which will comprise of luxurious serviced 
apartments and an International convention centre are being planned 
In addition, Ramanujan IT City assures its tenants of a highly efficient 
floor plate (82% approx.) thus providing tenants with more office space 
that they can use. 
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MR.C. VELAN 
Executive Director & Chief Executive Officer, TRIL INFOPARK LIMITED 


Is your Ramanujan IT City environment-friendly? 


Very! We have introduced a Podium concept in our construction that 
intelligently connects our four towers through wide walkways, green 
landscapes, and quaint, yet cute water bodies. In stressful times, this 
podium will serve as the perfect getaway for employees! Also, our 
efficient sewage system ensures that the sewage generated within our 
premises are treated and reused, thereby preventing sewage spills from 
polluting the environment. Our concerted efforts towards conserving 
the environment and energy have earned us many accreditations and 
certifications, the most prestigious of them being the Green GOLD 
certification and all the four categories of IMS certifications for 
operational efficiency. 


How safe is Ramanujan IT City? 


Ramanujan IT City incorporates all the safety measures required by law 
& customer requirement. Emergency exits and evacuation facilities are 
provided wherever required to allow for contingencies. 


What does the future of Ramanujan IT City hold? 


We expect the construction of the remaining towers to be completed by 
early-2013, post which we are positive that Ramanujan !T City will 
redefine the skyline of Chennai city. We hope that like the mathematics 
genius Srinivasa Ramanujan, who inspired a whole generation of maths 
fanatics, this facility too inspires innovation and creative action in 
employees and helps them achieve greater heights in business and life! 


www.ramanujanitcity.com 
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DLF Chennai IT SEZ to employ over 65000 people by 2014 


After a series of recognitions by 

national and international bodies, it is 

becoming evident that vision of six 
decades has turned into constructive reality. 
Take the example of the DLF Chennai IT SEZ 
project. 


Started as an idea, and its first venture in 
south India, DLF's Chennai IT SEZ is a 
remarkable story of infrastructure 
development, and its positive impact on the 
people of Tamil Nadu. Moving at its 
trademark speed, DLF conceived of the SEZ 
as a world class, creative, integrated, new 
generation space, acquired the land, and 
put it into construction, all within 15 months. 
By March 2007, the first office was 
operational, and in 2012, barely seven years 
since the birth of a concept, the SEZ was 
awarded the best private sector development in Tamil Nadu 
by the Ministry of Commerce and Industry. 


So what makes DLF tick, and what is so special about the 
DLF Chennai IT SEZ ? 


This quote by David Ernest, GM - Marketing, DLF Ltd, gives a 
clue into DLF's visionary thinking - "We feel proud that DLF IT 
SEZ Chennai, which is now one of the most successful projects 
in South India, has the top IT/ITES Global off-shoring 
companies, as its tenants. The project has raised the bar of 
industry standards of planning for a large-scale development, 
phased construction execution and operational excellence, 
and well ahead-of-time delivery." 


The SEZ boasts of five million square feet of commercial 
space in ten multistoried towers, and an investment of 
Rs1700 crores. Naturally, it is making news while catalyzing an 
exponential and qualitative growth of business in Tamil Nadu. 
The SEZ now houses 39 top IT clients, 48 operational SEZ 
units and 16 retail clients. The best companies in the IT and 
ITES business, like IBM, CTS, TCS, Symantec, L&T InfoTech, 
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-Outstanding 
infrastructure and high 
quality of human life 
go together. One of 
India largest real 
estate developers, DLF 
Limited, understood 


this over 60 years ago, · 
when it started its 
work on creating 
residential and 
commercial spaces for . 
human habitation all 
_ over India. 











CSC, Logica, Zoho, Barclays, iGATE, Virtusa & 
Mphasis operate out of DLF IT SEZ. 


| The occupancy-mix іп the SEZ consists of software 
development companies, BPO, KPO, consulting, 
design engineering and hardware chip 
manufacturing companies. 


“DLF is happy to play its part in creating 65,000 
jobs through its Chennai SEZ by 2014 and provide 
more employment opportunities in the state of 
Tamil Nadu. We are committed to implement many 
first time initiatives in commercial office space 
development at Chennai like a sports complex and 
| oxy zones”, says Amit Grover, National Director - 
Office Business, DLF Ltd. 


More and more businesses and people are gettinc 
attracted to the Chennai SEZ because of ОСЕ” 
innovative approaches. 


For example, in Chennai, a novel introduction by DLF IT SEZ is 
the Oxy Zone. There will be two such zones. 


The Oxy Zone | is a central retail area and sports complex 
with sports and games facilities like badminton courts, table 
tennis, billiards and pool tables, carom and chess boards, a 
1000-seat food court with an extensive multi-cuisine offering. 
a gymnasium, a roof-top amphitheater and lush green 
landscaping and water bodies. OXY Zone II comprises a 4- 
acre themec garden with extensive lush green landscaped 
break out zones. 


DLF Ltd has an underlying philosophy for its entire 
development programme pan India, and this is reflected in 
the Chennai SEZ as well. Its national policy is to incorporate 
many first-time initiatives in the real estate business. Some of 
them are - 


* Scalable growth options - DLF enjoys partnership in 
business. It believes that growth of others' business helps 
its own. It has helped large MNCs like IBM, Cognizant, 
Mhpasis, and L&T scale , consolidate and plan for the 
future growth. It has also helped many start-up and mid- 
size companies to grow within the campus providing 
multiple-space options. 


* Private power - DLF has expertise in generating its own 
power. This an provided absolute stability and zero 
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workspace that perfectly balances design aest! 

interactive environment required for IT/ITES | 

Designed to synchronise the new-age workspa | 
an intelligent planning, the project meets wor 

standards of structural design, making it the : 

for blue-chip corporate across the globe 


DLF Chennai SEZ - EDGE 


Awarded Best IT SEZ In Tamilnadu 
Mid-city location 
























Green features 


downtime to participating companies within the SEZ. 


Sports complex 

Clean green campus — DLF conceived the Chennai SEZ as Excellent transport connectivity 

a green campus with 26 acres of open spaces and 16 * Dedicated private fire station equipped to 
acres of landscaped areas out of the total development of international standards 

42 acres. Coupled with the no-emission green technology 
power plants, this SEZ has the makings of the cleanest 
green development commercial space of this scale. 


60 mtrs skylift for fire-fighting and rescue 
Disaster management training centres 


also for tenant employees 
An amenities zone — To meet almost every requirement of For each unit of energy consumed, an 


the citizens of the SEZ, there are food courts, restaurants, equivalent is re-produced through 
shopping plazas, banks, ATM's and even medical care, with renewable sources* 


a pharmacy and an ambulance to tackle emergencies. Co-generation Power Plant 


Intelligent planning and development - The Master Plan Metro . mono rail 
incorporates wide internal roads , traffic planning , connectivity * 
parking infrastructure of over 9000 vehicles , STP, WTP DuPont" as the 
captive plants, provisions for transit transport bays, drop safety partner 
off porticos, smoking zones, walkways and every detailing 
to the smallest extent to synergize the operational 
efficiency of the campus. 


Green features — The zero 
emission Co-Gen plant, solar 
power initiatives, Rain water 
harvesting, 100% recycling of 
water, natural lighting design all 
add immense value to the 
companies operating in the SEZ. 


LF SEZs across India are setting 
ontinuous benchmarks to attain 
ision of the company “to be the 
10st valuable real estate company in 
1e world”. It is a unique ready-built 
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More Than Meets the Eye 


Thrissur's temple may anchor the town in ancient tradition, but its three old 
private-sector banks are squarely in the 21st century. By K.R. BALASUBRAMANYAM 


verv vear in April or May, hun- 

dreds of thousands of people 

converge on Thrissur, Kerala, 
lor its spectacular temple festival. The 
event, famous for its gathering of 
some 50 elephants, is held in the an- 
cient Vadakkumnathan temple in the 
heart of the city, and attracts visitors 
from around the country and the 
world. But Thrissur is remarkable 
also for another reason: this city of 
400,000 people is the only small 
town in India that is home to three 
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private-sector banks. And while 
‘Thrissur Pooram' anchors the town 
in ancient tradition, its banks have 
propelled it into the 21st centurv. 
Born in the 1920s out of concerns 
that would be considered narrow by 
today’s standards, all three banks 
have outgrown their founders' busi- 
ness rivalries and risen above sectar- 
ian concerns. 

The headquarters of the banks – 
Catholic Syrian Bank (CSB). 
Dhanlaxmi Bank and South Indian 


jank (SIB) ~ are all within a couple of 
kilometres of each other. Today, the 
bulk of their total business of 11 tril- 
lion (a trillion equals 100,000 crore) 
comes trom outside Thrissur district. 
In fact, there were four banks in 
the area. “If you take Thrissur district 
as a whole, we had another bank 
Lord Krishna Bank,” says V.A. 
Joseph, Managing Director and CEO 
of SIB, the youngest and largest of the 
three. Lord Krishna Bank was ac- 
quired by Centurion Bank of Punjab 


in 2006, which itself was bought out 
by HDFC Bank two years later. 

With large public- and private- 
sector rivals in Kerala — the State 
Bank of Travancore has 925 
branches and 955 ATMs, and Federal 
Bank has 1,010 branches and 1,100 
ATMs - Thrissur's banks need to be 
nimble. An example is CSB's popular 
mobile ATM service. Driver-cum- 
operator Jeeson Palayoor takes his 
ATM van to about a dozen locations 
daily. "We dispense up to 34 lakh a 
дау,” he says. On salary day, his van 
stops at educational institutions and 
business establishments, so employ- 
ees can withdraw cash easily. In ad- 
dition to regular ATMs, CSB has mo- 
bile ones like this in five other loca- 
tions in Tamil Nadu and Kerala. Even 
the head of a rival bank says the mo- 
bile service is innovative. 

CSB, the oldest of Thrissur's three 
banks, started in 1920, at the initia- 
tive of influential members of the lo- 
cal Christian community. Bankers 
say that the town — which then had a 
bustling trade in farm 
commodities — had a 
number of kuries or chit 
funds. Even banks ran such 
schemes until the late 
1970s. Some of these chit 
funds even issued loans 
against collateral. A formal 
banking system was the 
next logical step. 

CSB could perhaps have 
met local financial needs 
alone, but its success 
spurred others to banking. 
Dhanlaxmi Bank was 
started in 1927 by 
Brahmins with the aim of 
supporting their commu- 
nity. Two years later, SIB 





CATHOLIC 
SYRIAN BANK 


Established 


1920 


Business in 2011/12 
DEPOSITS: 


110,604 cr 


ADVANCES: 


17,663 cr 


Number of Branches 


Number of ATMs 


193 


Source: RBI 






Cash on wheels: CSB has 
mobile ATMs in six towns 


was started by a group of 44 
tial local traders who pitched 
each. Bankers say SIB started 
some of its lounders could n 
role in the other two banks. 1 
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the three, SIB has the swanki 
porate office. It is also the mos! 


outside Kerala, as it has ! 
Malayalam superstar Mamm 
brand ambassador. At the 
September, 330 of its 731 b 
were outside Kerala. 


Dhanlaxmi Bank. named 


the goddess of wealth, mav ha 


a brand makeover and a trend: 


logo two years ago, but religion 


important part of busines 
ways. The chief priest at Кез 
mous Guruvayoor templ 
plovee of the bank. Dhanlaxi 
handles the accounts of o 


temples and hundreds of churc! 


the state. It is exclusive bank: 


famous hill shrine of A 


Sabarimala, which gets abo 


million devotees a vea: 
crore last year. 
“We are Go 


bank in God's ow 


P.G., Managing 


Kerala's Kollam 


annual revenue 
11.000 crore 


times those of its 4 
Dhanlaxm 
corporate offi 


50-year-old build 


der construction 
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annual revenues of abo 


try, says Jaya 


sector undertaking 


and CEO, and a de 
Mata Amritanandam 
a spiritual lead 


The state's temple 
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а swanky new one 
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DHANLAXMI BANK 
Established 


1927 


Business in 2011/12 
DEPOSITS: 


111,804 cr 


ADVANCES 


18,758 cr 


Number of Branches 


280 


Number of ATMs 


396 





SOUTH INDIAN 
BANK 


Established 


1929 


Business in 2011/12 
DEPOSITS: 


136,500 cr 


ADVANCES. 


127,280 cr 


Number of Branches 


733 


Number of ATMs 


157 
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Goddess willing: The headquarters of Dhanlaxmi Bank 


its makeover in 2010, the bank 
changed its spelling from the 
more typically South Indian 
"Dhanalakshmi" to "Dhanlaxmi". 
Jayakumar says: "Like Adi Sankara, 
who was born in Kerala and carried 
out his activities across India, we are 
spreading ourselves outside Kerala.” 
In May 2011, Infosys co-founder 
Nandan Nilekani bought a 1.17 per 
cent stake in Dhanlaxmi Bank. 

Each of the three banks has differ- 
ent strengths. SIB's strengths are gold 
loans, which accounted for nearly 19 
per cent of advances in 201 1/12, and 
large-scale industries such as food 
and power, which accounted for an- 


other 16.5 per cent. Sixty per cent of 


Dhanlaxmi Bank's business comes 
from retail, and it is also a big player 
in microcredit in Kerala. CSB's 
strengths are catering to retail clients 
and small and medium businesses. 
Growth rates are healthy. For 
example, CSB's business has 
more than doubled in the past three 
vears. SIB's business has almost tre- 
bled in five years to 167,500 crore as 
on September 30 — a compound an- 


a nual growth rate of 26 


per cent. 


For videos of interviews, go to 
businesstoday.in/thrissurbanks 











Without a cosmopolitan ap- 
proach, growth would not be possi- 
ble. For vears, Dhanlaxmi was identi- 
fied with the Brahmin community. 
and CSB with Christians. But that has 
changed. Catholic Syrian Bank goes 
by CSB, rather than its full name, says 
local businessman Bhavadasan 
Kothappally. who owns the 
K.P.Namboodiri's brand of oral care 
products. The sign at the bank's 
headquarters on Thrissur's St. Marv's 
College Road says “CSB” in large let- 
ters, and the full name appears in 
small type. "We are a bank for all 
communities, says V.P. Iswardas, 
Managing Director and СЕО, "The С 
in CSB stands lor customer." He adds 
with a smile that CSB stands for "cus- 
tomer service at its best”. 

Christians are no longer the ma- 
jority shareholders of CSB. The biggest 
shareholder is Sikh — the Thailand- 
based family of Sura Singh 
Chansrichawla, with a stake of about 
18 per cent. Only seven of the bank's 
1 6 CEOs so far have been Christians . 

SIB's Joseph savs: "The fact that 
our founders named the bank South 
Indian Bank shows their vision to 
make it a bank for the entire South 
India, and not just Kerala." ® 
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he projector market in India 
has been growing steadily 
with 190.000 units sold in 
2011 ~ an impressive 43 per cent 
year-on-year increase. The educa- 
tion sector is the biggest buyer. Once 
considered a noisy, power hogging, 
heat emanating gadget, the projec- 
tor has undergone a transformation 
over the past year, thanks to new 
technology. 
What was this transformation all 
about? For long, the projector had 
an Achilles’ heel in the form of its 


lamp or bulb, which not only had a 
short life but was also prone to de- 
fects. Now, an array of light emitting 
diodes (LEDs) which can work for up 
to 30,000 hours — that is, for about 
eight years at 10 hours of projection 
a day — has taken the place of bulbs. 

Since LEDs do not heat up the 
way bulbs did, the projectors can 
now do with a smaller fan. This 
means the entire apparatus can now 
be packed into a smaller body. In 
fact, the new breed of home projec- 


NANDAGOPAL RAJAN 


In a New Light 


Technology has transformed projectors. Will these replace large screen TVs? 


tors is not much bigger than a set 
top box or a DVD player and weighs 
around 1.5 kg. Then there are the 
small Pico projectors, also known as 
handheld projectors or mini beam- 
ers, Which are ideal if you have to 
move around with them. However, 
they are not bright enough for view- 
ing over long periods. 

The new projectors also have 
built-in software to play various 
formats. While they have always 
played content beamed through a 
video graphics array (VGA) cable 





from a PC, many devices can now 
play content wirelessly from laptops, 
tablets and smart phones using 
Wi-Fi or Digital Living Network 
Alliance (DLNA). Some come with 
docks for DVD players, phones and 
other media players, while almost all 
can read content directly from a USB 
drive. The latest models can even 
project TV signals without any ad- 
ditional help. 

The short throw of images is 
another big technological leap. 


Earlier, you needed extra-lai 
rooms and walls to project a d 

size image, a rarity in most urban 
households. Now, to throw 

inch image, a projector just need 

be a metre away from the wall. Th: 
keystone distortion — caused wl 
projecting from an angk 
automatically adjusted. The result 
ing image can be of the best possi! 
resolution and clarity 
and Ultra HD quality, with | 
required. 

Surprisingly, the new tech! 
ogy has not made the projector mo 
expensive. On the contrary ha: 
become cheaper, thereby making il 
more attractive to those wh 
looking to recreate a cinema e» 
ence in their homes. Buoyed by thy 
growing interest in the relat 
inexpensive home projectors 
manufacturers are now eveing thi 


even Full HD 


= 


— 


home entertainment segment 

While a 52-inch LED Full | 
without smart features cost 
wards of 11 lakh, a mid-range | 
projecter. which can provid 
much larger picture of similar qu 
ity, is priced at around 160,00 
Even if you indulge yourself м 
good speakers or a sound bar. th 
overall price will still b« 

17 5.000. Add to this the fact | 
projectors can be tucked away 

a cabinet after use or just left ! 
ing from the ceiling. 

It is still too early to sav whether 
these new projectors will find a 
market in this country. But th 
looking for a larger screen and 
clearer picture could sure lool 
these devices in a new light. Ф 


The writer is Associat 
Gadgets & ( 
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A Marvel Called Gujarat 


This book, by one of India's finest economists, examines the reasons for the state's success 


Gujarat 





Gujarat: Governance for 
Growth and Development 
By Bibek Debroy 
Academic Foundation 
Pages: 166: Price: 3795 


ow prosperous will India really 
be a generation from now: Will 
poverty exist and if so how much 
and in what form? What will our infra- 
structure look like and how competitive 
will India's economy be? And most im- 
portant, how can strong leadership caus- 
ally determine the shape of economic 
development and lift an entire generation 
to the next level of growth? Bibek 
Debroy's superbly argued book discusses 
only Gujarat, but in it also lie clues to 
tomorrow s India, provided some neces- 
sary pre-conditions fall in place. 
Debroy, unarguably one of India s 
finest economists, argues that the all 
India real gross state domestic product 
(GSDP) increased from an average of 6.16 
per cent between 1994/95 and 2004/05 
to 8.28 per cent between 2004/05 and 
2011/12. In the same period Gujarat s 
average GSDP rose from 6.45 to 10.08 
per cent. In line with all-India trends. 
overall poverty and urban poverty in the 
state have declined between 2004/05 
and 2009/10. The real story, however, 
is in rural Gujarat, where there has been 
a sharp drop in poverty. significantly 
more than at the all-India level. Unlike in 
many other states, the benefits of growth 
have trickled down to rural Gujarat. 
Debroy maintains that one of the 
fundamental tenets of the "Gujarat 
Model" has been to free up space for pri- 
vate sector expenditure in capital forma- 
tion. The bulk (76 per cent) of its capital 
expenditure is developmental, with social 
services accounting for 55.2 per cent. Of 
revenue expenditure too, 63.2 per cent is 
developmental, of total expenditure the 
figure is 66.41 per cent. There is a priori- 


tisation of sectors in the following order: 
education, sports, art and culture, water 
supply and sanitation, housing and ur- 
ban development. 

No story of Gujarat is complete with- 
out referring to the remarkable develop- 
ment of the power, roads and ports sec- 
tors, which have been the engines driv- 
ing the other sectors. Gujarat, a power 
deficit state in 2001, is about to become 
a power surplus one. Likewise, its road 
network has been highlighted by the 
World Bank as a global best practice. 

Where the book stumbles, though, is 
in two respects. First, it does not discuss 
law and order or the home department's 
functioning. which many would argue is 
important for economic development 
since it is the underlying foundation of 
development. Second, it does not probe 
the leadership factor in any great depth 
though there are references to it here and 
there. It is widely believed that Chief 
Minister Narendra Modi lifted up Gujarat 
by the bootstraps and took it to the next 
level to the extent that, on many indica- 
tors, Gujarat today compares with China. 
No doubt Gujarat already had an existing 
good foundation of economic develop- 
ment. But Modi's leadership and his 
handpicked civil servants have played an 
enormous role in crafting 'state-led eco- 
nomic development’ which deserved 
some more attention in the book. 

What has happened in Gujarat and 
why? Can it be replicated elsewhere: 
Read Debroy's chronicle to find the an- 
swers to these questions and more. 

SRIVATSA KRISHNA 
The reviewer is an IAS Officer. 
Views are personal 
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Compete or Perish 


Companies are increasingly setting up competition platforms for 
jobseekers to recruit the best from B-schools, says Manasi Mithel 


tudents graduating from busi- 

ness schools know the summer 

vacation that follows is any- 
thing but a holiday. It is placement 
season, when they must gear up to 
meet prospective employers. And 
companies visiting campuses are in- 
creasingly using competitions to re- 
cruit the best among them. 

Take Mahindra & Mahindra, for 
instance. Since 2009, it has had a 
competition platform called ‘War 
Room’ which holds contests of job 
aspirants. These allow students with 
different specialisations to work on 
strategy solutions to real-life prob- 
lems the group companies face. “This 
is a very good way for us to source 
talent as we are able to gauge the 
candidates in an in-depth way,” says 
Rajiv Dubey, HR Head at M&M, “It is 


not a substitute for other methods of 


campus recruitment but comple- 
ments them.” Five of the many stu- 
dents who participated in last year’s 
War Room are now part of the com- 
pany s management training pro- 
gramme. 

Vipul Manglik, 26, who pursued 
an MBA from Management Develop- 
ment Institute (MDI) Gurgaon, has 
joined a management training pro- 
gramme at Bharti Airtel and will be 
assigned a permanent role in 
January. Manglik was a runner-up at 
iCreate, a competition platform or- 





ganised by Airtel. "I was offered a 
per-placement interview with the 
company after my team won. This 
put me a big step ahead of my batch- 
mates," he says. 

Competing alongside more than 
300 teams from India's top 15 
B-schools, Manglik's three-member 
team worked on one of four case 
studies assigned by Airtel. [n this case 
too all four studies related to actual 
problems faced by the company. 
Manglik's team had to find a way to 
increase Airtel's 'Green SIM' service 
penetration in rural areas. Through 
this SMS and call service intended for 
farmers, registered subscribers get 


N EM Tre n d —— use e contests to to separate the wheat it from tf the е chaff 
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region-wise information on pesi 
cides, crops and how to increase 
farmland production. The project was 
extensive and required secondary 
research, as well as field visits. io 
Haryana's Rewari district, about 60 
km from the MDI campus. M — 
team observed business transactions 
between farmers, vendors and mid- 
dlemen at the local mandis and was 
able to draw connections betwee: 
what they saw and — and con- 
cepts they had read about. Т 
proposal involved s setting t up a piai 
form to bring vendors and farmers 
together. "While the competition veas 
launched in 2009, we started award- 
ing students the pre-placement inter- 
view offers only from last year,” 
Krish Shankar, Executive Director, 
HR, Bharti Airtel. ' Ru e selected two 
students in this way.” Manglik we 
one of them. 

Many other companies — ve 
joined the fray, including Pepsi 
India, whose platform — named after 
its global CEO, India-born Indra Noovi 
—is called ‘Become Indra’s Advisors’. 
This is a new. trendy means comper 
nies have found to create a brand for 
themselves in colleges and hire gual- 
ity talent, says MDI professor Каша 
Kapil. "While such platforms have 
been around for more than a decade, 
itis only now that this trend is catets 
ing on in recruitment," he adds. 

So while companies use competi- 
tions to pick and implement new 
ideas proposed by the students and 
keep an eye on the potentials 
dents see them as a great opportunity 
to network with industry prolession- 
als, gain valuable insights ane of 
course, get job offers. It is a win-win 
situation for both. € 
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job ID: 12437856 


Step Up Placements 
ODC Head 
Location: Chennai 


Description: ^ Engineering Automotive 
Design having 17+ Yrs of exp. handling 
team of 100+ Engineers (Mech.Engineer). 


| Jindal Steel & Power Limited 
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VP/ GM - Engg/ Production 
Location: Raigarh 


job ID: 12253810 


Description: Able to oversee & ratify steel 
structural & reinforcement calculations. 


Suzlon Energy Limited 
Photo QA Manager 
Location: Baroda / Vadodara 


| JobID: 10587327 


Description: Monitoring, Implementing & 
Documentation of Quality Systems and 
safety requirements during first product. 


Novartis Healthcare Private Limited 
Group Head 

Location: Hyderabad 

Job ID: 12220679 


| Description: Manage quality, timeliness, 


and efficiency of scientific documents 
produced by the assigned teams. 


To apply for above jobs logon to www.monster.com >> 






оран | Job ID: 12432601 
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monste 


Find Bette! 


* GlobalHunt India Private Limited 
| Recruitment Head 


Location: Mumbai 


| Decription: Responsible for deliverir 
! comprehensive talent acquisition strateg 


support all divisions / functions in 
organization for India. 


— Angel Broking Ltd 


w Angel Broking 
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the "Search Jobs” box >> And clic 
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Branch Manager 
Location: Jalandhar 
Job ID: 12208161 


| Description: Manage online trading 


/ securities in NSE & BSE; handling sa 


purchase / transfer of equity instrume 
execute market orders. 


Manokam 

Dy. General Manager - Maintenance 
Location: Haryana 

Job ID: 12223787 

Description: Strong engineeri! 
maintenance back ground from Small/ 
size company who worked as Enginee 
head will be an ideal candidate. 


| Negolice India Limited (M2K Group) 


| Electrical Engineer 

| Location: Delhi, Gurgaon 

| Job ID: 12130052 

| Description: Experience of 8 to 10 ye 


/ particularly in procurement, erection 


commissioning of HVAC, Electric 
Plumbing and other Electro- Mechan: 
services. 
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o apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs" box >> Ant 
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Safenet InfoTech Pvt Ltd 

Manager- Software Development (C/C + +) 
Location: Pan India 

Job ID: 12362701 

Description: 10-12 years: The Manager, 
Software Development, will independently 
carry out any software development activity 
required on a new product dvlpt, from 
product concept through product release. 


Objectwin Technology India Private 
Limited 

Project Leader/ Project Manager 

Location: Pune 

Job ID: 12403092 

Description: Work with Customer to get 
sign off & go ahead on Project Planning. 


QLogic India Private Limited 

Software Engineer/ Programmer 

Location: Bangalore 

Job ID: 12182794 

Description: Experience in front-end 
design of working silicon. 


Robert Bosch Engineering and Business 
Solutions Limited 

Project Leader/ Project Manager 

Location: Bangalore 

Job ID: 12289893 

Description: 4+ years of product / project 
management experience. 


Better Access 
Monster оп mobile helps уои find candidates 


anytime, anywhere 


Get Lucky. Get Active with Monster. 
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Find Better.’ 


Ciena 

Network Administrator 

Location: Gurgaon 

Job ID: 12285483 

Description: Looking for a dynamic and 
versatile engineer to be a member of the new 
Regional Systems & Network Engineering 
organization. 


TIBCO Software India Private Limited 
Software Engineer/ Programmer 

Location: Hyderabad, Pune 

Job ID: 11356043 

Description: You will work with the 
TIBCO Global Services (TGS) team at the 
Pune/Mumbai/ Hyderabad location. 


CIBER INC 

Software Engineer/ Programmer 

Location: Bangalore 

Job ID: 12316544 

Description: Looking for Ruby On Rails 
Developer position at Bangalore location. 


EMC Corporation 

Principal Business Analyst 

Location: Bangalore 

Job ID: 12042548 

Description: Build strong relationships 
with the Business Technology Group 
(BTG) to understand business challenges 
and collaborate on possible solutions. 


i click the "Go" Dutton 


-о Better Access 
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monster 
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Jobs 1 oday 


monste 


Find Bette 


Sales and Marketing Jobs brought to you by monster.com 


Joh zebra 


PHILIPS 


* 


murugappa 


| Value 


To apply for above jobs logon to www.monster.com 


Known. a 


On Facebook 


Jobzebra 

Business Development Executive 
Location: Bangalore 

Job ID: 12399896 

Description: Looking for Business 
development executives for one of our 
Clients in Bangalore. 


Philips Electronics (India) Limited 

Sales Exec/ Sales Representative 

Location: Pune 

Job ID: 12169855 

Description: Looking for Sales 
Professionals-B2B in Institutional Sales. 


Murugappa Group 

Sales Exec/ Sales Representative 

Location: Mumbai 

Job ID: 12385043 

Description: Meeting the sales targets of the 
location. 


Value Labs 

Sales Trainee/ Management Trainee 
Location: Hyderabad 

Job ID: 12343380 

Description: Excellent written and verbal 
communication skills are a must. 
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œ Better Connections 


Connects people to Brands on 
the Most Active Social Network. 


Http://apps.facebook.com/beknown 


Gati Kintetsu Express Private Limitec 
Sales Exec/ Sales Representative 
Location: Cochin / Kochi / Ernaku 
Coimbatore 

Job ID: 12421560 

Decription: Looking for a young, ener, 
& dynamic sales executive with passio 
perform. 


Rolta India Ltd 

Sales Executive 

Location: Bangalore, Chennai 

Job ID: 12255119 

Description: Should have an aptitud 
Solution selling to the police forces. 


Avtar Career Creators 

Regional Sales Manager 

Location: Chennai 

Job ID: 12331790 

Description: Responsible for Busi 
Development, Marketing, Tende: 
Order Intake, Project Execution, Sales, 


Datamatics Staffing Services Pvt. Ltd 
Branch Head 

Location: Delhi, Pune 

Job ID: 12247620 

Description: Should have good expo 
in life insurance industry in the | 


market (Pune / Delhi). 


»» Type the Job ID in the "Search Jobs" box »» And click the "Go" but 


=o Better Acc 
(9 Better Connect 


@ Better Candida 


Get Lucky. Get Active with Monster. 
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inance Jobs brought to you by monster.com 


Qsource Global Consulting Private 
Limited 

Book Keeper/ Accounts Assistant 
Location: Bangalore 

Job ID: 12400575 

Description: Good Communication Skills, 
Knowledge on Accounts Receivable. 


WNS Global Services Pvt. Ltd. 
Accountant 

Location: Mumbai 

JobID: 11267989 

Description: Candidates must have 
experienced in Accounts payable, Accounts 
Receivable OR General Accounting. 


Tesco Hindustan Service Center 

Senior Accounts Executive 

Location: Bangalore 

JobID: 12137704 

Description: Looking for Senior Accounts 
Executive position at Bangalore location. 


NCR Corporation India Pvt. Ltd. 

Credit Control & Collections 

Location: Delhi 

Job ID: 12383890 

Description: Looking for Credit & 
Collection Executive position at Delhi 
location. Preferred to be from commerce 
background. 


logon to www.monster.com 
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With Monster s extensive database and 
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Cisco Systems (India) Private Limited 
Account Manager 

Location: Delhi 

Job ID: 12203023 

Decription: Meet regularly with the 
partner account managers for your partners 
to solicit advice and garner their support t 
assist you in driving up our 
penetration. 


tinancing 


MakeMyTrip.com 

Deputy Manager - Internal Audit (SOX) 
Location: Gurgaon 

Job ID: 11162015 

Description: Looking for Assistant 
Manager / Deputy Manager - Internal Audit 
(SOX) position at Gurgaon location 


iGate 

Finance Manager 

Location: Mumbai 

Job ID: 12399212 

Description: Person would be involved in 
scoping each audit, opening meeting with 
the auditees, discussion regat din g 
observations and finalization of audit report 
with the auditees. 


Futures Ahead 

Manager - Product Billing 
Location: Mumbai 

JobID: 12369847 
Description: The Produc 
Specialist reports to the Product 
Supervisor, 


Billing 


Billing 


-© Better Access 


$ Better Connections 


advanced technology, finding the right 
Candidate is easy 


Get Lucky. Get Active with Monster. 
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As Good as It Gets 


o one is surprised 

by the great leap 

upwards Leena 
Nair, 43, has made, rising 
from Executive Director, 
Human Resources, at 
Hindustan Unilever Ltd 
(HUL) to a global role as 
Senior Vice President for 
Leadership and Organ- 
isation Development at 
Unilever. She already 
holds the distinction of 
being not only the first woman, but also the 
youngest member to be inducted on the board of 
HUL, in 2007. In her new capacity, she will con- 
tinue to drive her agenda of bringing more diver- 
sity and inclusion to the workplace, as well as 
work on building talent and developing future 
leaders globally. She will shift to the London head- 
quarters of the company in January 2013 and 
report to Doug Baillie, Chief HR Officer, Unilever. 

"This is an endorsement of the versatility of 
Indian talent.” says Ashutosh Khanna, Partner 
at global executive search firm Korn/Ferry 
International. "It shows that Indian managers 
are relevant and ready to take on complex and 
global roles." 

Nair. who has repeatedly figured in Business 
Today's annual ‘Most Powerful Women list, gives 
her colleagues at HUL all the credit for her success. 
"I'm fortunate I have been hugely supported in all 
my initiatives," she says. À gold medalist from 
XLRI, Jamshedpur, she has risen up the ladder at 
HUL, working during her early years, at three dif- 
ferent factories ~ in Kolkata. in Ambattur, Tamil 
Nadu and Taloja, Maharashtra. In her current 
capacity she and her team were dealing with 96 
trade unions across the 40 manufacturing loca- 
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tions HUL has. “I am really 
proud and happy that we 
did not lose even a single 
day in any strife during 
my tenure," she adds. "We 
have tried to integrate the 
family of every worker." 

When she joined HUL. 
women comprised only 
two to three per cent ofthe 
workforce there, Today. 
30 per cent of employees 
are women. Even in senior 
positions of general manager and above, female 
representation is 25 per cent. She has taken many 
initiatives to bring more women into HUL, includ- 
ing the ‘Career by Choice’ programme, which 
specifically targeted women who had taken a 
break from work for personal reasons. "India has 
at least 1.5 million talented women who have 
opted out of work," she says. "We have rolled out 
many initiatives to try and bring them back." 

Developing future leaders is also central to her 
vision. She has been leading the ‘Incite’ pro- 
gramme at HUL which encourages employees in 
the leadership team at the company to spend time 
with top industry leaders to understand how thev 
interpret and respond to different developments. 
"This has had tremendous impact," she savs. 
"Many people have been inspired and have 
blogged about their experiences." 

The number of Indian managers taking up 
global jobs has been growing in recent years, some 
of them taking up top positions. Unilever has ap- 
pointed Harish Manwani as its Chief Operating 
Officer. while Rakesh Kapoor has been made glo- 
bal CEO of Reckitt Benckiser. In all, over 200 man- 
agers from HUL now work for the global Unilever. 
SHAMNI PANDE 
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Watch Out, Spurious Drug Makers 


Almost a third of all medicinal drugs sold in developing countries are spurious, says the World Healt! 
Organisation. This may frighten some, but BRIGHT SIMONS, 31, founder of the Ghana-based mPedis 
Network, was smart enough to see a business opportunity in it. His company has developed a codin; 
that allows consumers to check the authenticity of medicines they buy. Drugs made in India circi 

in Africa, and Simons has forged tie ups with 21 pharmaceutical companies, including Themis Med 
Ajanta Pharma and VS International, to print a code on the medicine packs they export to seven 
countries. mPedigree assigns a unique code to each pack. Consumers send this code back to mPedigi 
free text message. which instantly replies letting them know whether the medicine is genuine or n 


does this coding significantly increase costs. He now plans to introduce the technology in the Indi: 


too. "Indian volumes are much bigger. We are in discussions with large pharma companies, he 
M 
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Second Wind 


'UNEET ТШД 44, is co-founder of $ 
)аќаміп Же Сапайа-Баѕеі S t Tuli 
'ompany frat made the 12,500 i» ! иге un 
ablet computer Aakash, the SEE LEO, Data 
'heapest tablet in the world. Tuli's | 
irst effort to manufacture the tablet 
vas anything but smooth. IIT 
ajasthan, which had been 
nandated by the government to 
vork with him, had serious 
Yoblems with the final product. But 
10w. with a new partner in IIT 






л-г в! me | 
| ae Т2 7 
аа аааа аз 
отбау, Datawind has produced 
\akash 2 which will be delivered to 
he HRD Ministry at 42,263 apiece 
ind to Indian students at a 
subsidised price of 31,131. Forbes 
nagazine recently included Tuli in 
ts list of 15 “classroom 
‘evolutionaries’ who are using 
nnovativetechnologies to reinvent 
Sunc uli dreams of a day 
vhen all Bf India's 220 million 
students will have their own tablets. 
lighly religious, he often polishes 
levotees' shoes during his regular 
‘isits to qurdwaras. 
DEARTON THOMAS HECTOR 


Doing Better Than Most Sons 


‘Both my grandmothers and my mother wept when I was 


born,” says SARITA NAYYAR, the US-based Managing эма Nayyar 


Director, of the World Economic Forum (WEF). They were dis- 
appointed a son had not been born. “Maybe the reason my 
sister and I progressed was because we didn't have a brother,” 
she adds. Yet she names her mother — and her husband — as the two people 
who have helped and influenced her the most. After schooling and college 

in New Delhi, and an MBA from IIM, Ahmedabad, Nayyar moved to the US 
following her marriage. Her career spanning nearly three decades includes 
an 18-year long stint at Kraft Foods, where she rose to Senior Vice President. 
India remains close to her heart. "We need to focus on many issues here and 
move beyond the numbers,” she says. SHWETA PUN] 


MX] Save up to 57%* plus get the TIME 
j 11 Wheeled Carryon Set FREE! 


TIME, the world's most respected weekly newsmagazine, is 
trusted by 23 million readers for its insightful and reliable 
reporting on global events, politics, business, finance, 
technology, education and more. TIME speaks authoritatively 
on important issues, interests and concerns in Asia and 

the world. In today's fast-paced environment, TIME 
provides a clear, concise and forward-looking take on 

the world, allowing you to make the most of your TIME. 


















Subscribe to TIME now and receive your FREE TIME Wheeled Carryon 
Set. The TIME Wheeled Carryon Set features 3 high performance 
travel bags designed to be used together or separately: 
* a stylish wheeled traveler with telescoping handle 

e a roomy briefcase with zippered front pocket 

* a convenient toiletry bag 


Best of all, this TIME Wheeled Carryon Set is yours 
absolutely FREE when you subscribe now! 


What's more, here are your other benefits: 
1. Save up to 57% off the cover price 
2. Free Delivery to your home or office 
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Time to e-xpand 


Myntra, India's largest e-commerce player in the fashion and lifestyle category, has now made its fii 

It has bought out New York-based SherSingh.com, an online private label selling sports lifestyle ay 
undisclosed amount. SherSingh.com, however, will remain a separate entity. Founded by MUKESH BANSA! 
Ashutosh Lawania in 2007, Myntra, which has tie ups with over 500 brands in the country, clocke 

t120 crore in 2011/12 and is targeting the 3500-crore mark this year. Almost all e-commerce companie 
currently losing money in their rush to add new customers, plus the discounts they give and their d 
Myntra is no different, but hopes to break even by September next year. “The acquisition will add four t: 
to our topline,” says Bansal. “When the private label business becomes 10 to 20 per cent of our busin 
have a substantial impact on margins.” Myntra will also launch its own private label business short 


il Leaderspeak 
"ә ер AMRIT KIRAN SING 


Area Director, Brown-Forma 
4 Spirits, maker of Jack Danie 
» My leadership style 

m Delegative 

са Participative 

ш Authoritative 

| All of the above 


The political leader 
| admire the most 


Sachin Pilot 


The business leader 
„ | admire the most 


Ratan Tata 


The leadership lesson 
| remember best 


As a leader you hav 
to lead by example 


A book/movie | would 
| recommend on leadersh 


None 


The difference between 
a manager and a leader 


A leader creates an 
environment in whic 
managers can do 

their job effectively 


All good managers are 
good leaders 


No 


As told to Vivan Mehra 








to get teamwork going, 
just turn on the cam. 


Managed Video Communication Solutions from airtel business include: 
Desktop VC, Video Conference & Realpresence. 
To know more, email us at or visit 
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he most sensible of South Mumbai living Options COMES го you with ad world-famous pileti. 


. ! ; 2 y / . | / 
е Mahalaxmi Race Course and the magnificent Arabian Sea beyond. These apartments at Blu will 
lso pleasantly surprise you with their world-class design. Every apartment is fronted by a glass facade 
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From the Editor 


urkmenistan's "President for Life" Saparmurat Niyazov erected a 50-й 
gold-plated statue of himself in the centre of the capital Ashgabat, eight 

years before he gave immortality the slip in 2006. The statue rotated 
through the day, always pointing to the sun. We have not got to the gold-plating 
stage yet, but we certainly know something about cults of personality in India. 
from the giant cut-outs of politicians in Tamil Nadu to the statuesque Mayawati. 
Not long after this edition of Business Today appears on news stands, Narendra 
Modi is very likely to be voted back to power in Gujarat for the third time running. 
Modi has used the power of communication and the Internet to aggrandise him- 
selfin a manner unmatched in India. Whether it is his website, his blog, the NaMo 
television channel now funded by the Bharatiya Janata Party, his constant social 
media visibility, or the Google+ hangout — you should see it to believe it — and 
now even his 3D holographic image appearing simultaneously in ghostly splen- 
dour at election rallies across the state, you will get a good sense of what sort of 
gold-plating is likely to take place if the “Loh Purush” (the iron man appellation 
borrowed by his swooning followers from Sardar Patel) becomes your prime 
minister. There is not even a Modi-cum of modesty when the BJP's star cam- 
paigner boasts about his achievements over the past 11 years. You could find 
yourself genuflecting towards Gandhinagar before you know it. Under assault 
from Modi's relentless publicity machine, it is quite a task to segregate the politi- 
cal economy. Senior Associate Editor Sebastian P.T. tries to peel away some of the 
onion skin from page 34. Gujarat's economy, of course, is not 





FA 


ыды а binary tale. Exactly 15 years ago I was listening to Modi's 
(businessitezsy| 


predecessor once removed, Dilip Parikh, talk about how the 
state was investor-friendly. Adani Exports and the state gov- 
ernment had just taken equal stakes in the Mundra port. Shell 
(about whom vou will also read in this issue) and the Essar 
group announced a joint LNG terminal at Hazira — and so on. 
You've got to remember that Gujarat had no fewer than seven 
chief ministers and a khichdi of ruling parties in the 1990s — 
until Modi first took office in October 2001. Parikh put it 
succinctly when he said: "Whichever party is in power, who- 
soever is chief minister, industrialisation will go ahead, march 
ahead. Entrepreneurship will not be affected by change of leadership." 

Some revolutions are violent, some are quiet. India's telephone revolution 
has been life-transforming. Just 18 vears ago we had only 9.64 telephones per 
1.000 people. Now, at least one in two Indians has a phone, and we are talking 
like we have never talked before. Our call tariffs have plummeted from one of the 
costliest levels in the world to one of its cheapest. But like all revolutions, this 
one, too, will devour some of its children. First movers Bharti Airtel have seized 
the high ground, but its leaders look and talk like battle-grizzled veterans as they 
watch the enemy creeping up their flanks. The government, battered by the 2G 
scam, has used the flop auction of court-mandated spectrum to score a political 
point with the nation's auditor. But the truth is that the competition is murder- 
ous and the long-expected shake-out among the service providers is under way. 
whether they admit it or not. The telephone companies will have to willy-nilly 
raise call tariffs in the not too distant future to justify their Brobdingnagian ex- 
penditure on acquiring airwaves. Voice — the babble you hear all the time — is 
not lucrative. Data is, and it is only when data downloads become universal that 
the money will start to really roll in. The telephone companies will have to brave 
both the depredations of a greedy government as well as the basilisk glare of the 
regulators. Not forgetting the super-price-conscious Indian customer, of course. 
It is quite a tale, and Executive Editor Suveen K. Sinha and Assistant Editor 
Sunny Sen tell it Írom page 48. Read it and beep. 


Cat М 
chaitanya.Kalbag@intoday.com 
www.businesstoday.in/editor 
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Timid Reports 

Your cover story Pulling Punches 
(December 9) has brought to light 
the general feeling of people about 
reports on various issues from 
weather to wealth, even in health. 
Indian equity research reports are, 
indeed, notoriously timid. The 
result is that ordinary people are 
afraid of investing in equities. We 
should be able to bring about 
changes in their approach. 

Jacob Sahayam, Thiruvananthapuram 


Branch Banking's 
Shortcomings 

With reference to your report ( The 
Future Is Here, December 9), retail 
branches will always play a crucial 
role in business. However, recent 
changes have impacted the retail 


www.facebook.com/BusinessToday 





India's Q2 growth is likely to 
drop to 5.1 per cent: Report 
None of the fundamentals 
(you can call them funny- 
metals) will be able to guide 


customer's physical presence at 
branches. Most premium 
customers avoid visiting branches 
because branch officials are only 
interested in selling products, 
which are profitable for banks. As 
prudent bankers, we should offer 
products the customer is likely to 
find suitable, depending on his 
financial status and his particular 
requirement. 

Ashok Patel, on e-mail 


Rank PSU Banks? 
Your coverage of banking sector, 
(India's Best Banks 201 2, 
December 9) was excellent. It has 
highlighted the overall poor 
performance of many PSU banks 
which are yet to provide 
satisfactory services to poor and 
middle-class customers. It is high 
time that the Reserve Bank of India 
wakes up. It should periodically 
rank nationalised banks, on levels 
of customer satisfaction they 
provide, similar to KYC norms. 
Also, there should be an annual 
appraisal form for customers to fill 
in on the services of banks with the 
different parameters clearly set out. 
Mahesh Kumar, New Delhi 


Lucid Justification 
The interview with the Reserve 
Bank of India Governor, Duvvuri 
Subbarao, (People are making too 
much of the finance minister's 


the direction of markets. It 
is the trend following which 
will only help you make big 
profits in stock market. 
ProfitSystem.in 
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response, November 25) was very 
interesting. The governor has 
presented his viewpoint very 
lucidly. His concerns on supply 
response and non-implementation 
of announced fiscal policies are 
quite relevant. For growth, the 
government must address the 
problems in infrastructure and the 
power situation immediately. The 
present state of interest payments 
as well as the high subsidies are 
both causes for worry. 
G.Venkataraman, Mumbai 


Correction 

In the Best B-schools Survey (October 
28, 2012), the rank of Sydenham 
Institute of Management Studies 
(SIMSREE), Mumbai was incorrect. 
The error occurred due to a data 
entry error by our survey partner 
Nielsen. The number of companies 
that visited SIMSREE's campus for 
placements was incorrectly entered 
as 10, instead of 107. Correcting this 
has changed SIMSREE's overall rank 
from 7 3 to 59. The updated rankings 
can be seen on our website. 

We regret the inadvertent error. 


Send all your comments to editor.bt@intoday.com 
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COVER BY KAPII DECEMBER/23/2012 
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UPFRONT | 


Quick takes on 
major events 





FOCUS 


Low Equilibrium 
Trap 
The Indian economy 
is set for its worst 
performance in a 
decade with no 
quick fixes in sight 


UPA's Talk Show 
The ambitious direct 
cash transfer scheme to 
provide subsidies faces 
several implementation 
challenges 


Conditions Apply 
IKEA will have to tweak 
its business model in 
India to comply with 
riders on its investment 
prop sal 


Graphiti: Discovery 
of India 


Stiff Target 
PepsiCo India will have 
to work hard to justify 
the high price it paid 


Battered by capricious rules, telecom 
companies can only pray to sponsor the IPI 


tournament 


Etcetera 
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34 | What About the Little Guys? 
While Gujarat plies big companies with incentives, 
its small businesses are grumbling about neglect 


38 | Interview: Infosys CEO S.D. Shibulal 


“M&A is not a direct answer to growth" 


42 | Five Steps to Transparency 
Sebastian P.T. on combating 
corruption 


44 | Interview: Standard Life Chairman 
Gerry Grimstone 

"Customer safeguards are good, but it 
is important to keep some balance" 





58 | Change Therapy 
Apollo Hospitals is focusing on hospitals in Tier П and III cities 
and on specialised clinics in the face of new market realities 





62 | The Chosen One 
'The man behind the world's largest-selling whisky brand, 
Officer's Choice 
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The telecom sector isin “4 
a mess, but there are 

also reasons for hope. 
businesstoday.in/ 

telecom-challenges 
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Patent Lather 

After Bayer and Roche, AstraZeneca 
has suffered a patent reversal in 
India. E. Kumar Sharma examines 
Big Pharma's struggles in India. 
businesstoday.in/patent-setback 


Show Time 

The Cinemax acquisition has made 
PVR the undisputed leader of the 
movie exhibition business, says 
K.R. Balasubramanyam. 
businesstoday.in/pvr-cinema» 


Game Changer 

Honda's decision to recall its CBR 
bikes will transform the two-wheeler 
market in India, says N. Madhavan. 
businesstoday.in/cbr-recal 
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Uma Asher 
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Startup Today 


LS Taslima Khan 
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messaging apps. Ө 
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Watch videos from our special issues 
as well as interviews, audio slideshows 
and more at: youtube.com/user/ 
businesstodayindia 
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68 | Whistling in the Dark 





Indian companies announced a series of big-ticket overseas 
acquisitions this vear. They may have bitten off more than 


they can chew 


74 | Holding Firm 


L&T Finance Holdings dons a new look with a string of acquisitions 


80 | Out of Its Shell 


Energy giant Shell has expanded cautiously in India so 
far. Will the new India Chairman, Yasmine Hilton, 


step on the gas: 


84 | The Power of Pine 


A tiny company in Uttarakhand is harnessing the potential 
of pine needles to produce electricity and prevent forest fires 








88 


Ploughing Ahead 


The Case Study looks at how Punjab Tractors Ltd, which was 
hardly in the best of shape when M&M acquired it in 2007, 
was turned around, and today does exactly that 


94 | How It Bucked the Trend 


On the whole, the performance of urban cooperative banks is 
underwhelming, so how did Saraswat Bank beat the odds? 


Jobs Today 
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From time to time, 
you will see pages 
titled “An Impact 
Feature” in Business 
Today. This is no 


different from an 
advertisement and 
the magazine's 
editorial staff is not 
involved in its 


creation in any way. 








100 Love at First Site 
Matrimonial sites are yesterday's 
news — India's new love interest 
is online dating 


TERRA BYTE 

104 Happy New Hear 

Adopting new and convenient audio 
technologies makes for a sound idea 


SMART EXECUTIVE 

105 Firm Hand 

Tips for managers who find it 
hard to be assertive 


BOOKEND 

106 18 Years to the Top 

A nugget-rich read of the journey 
of India's most valuable lender. 
HDFC Bank 


109 | Worthy Subject, Dull Rendition 
The success stories of 1 1 top women 
business leaders fall short in the telling 


CAREERS 

110. India's Trust Deficit 

A studv of business leaders across 
countries lists the imperatives 

of succeeding in a global set-up. 
and shows Indians are poor at 
building trust 


116 PEOPLEBUSINESS 


LEADERSPEAK 

120 R.S. Subramanian 
Country Manager, India, 
DHL Express 
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G.M. Rao's GMR Group flew into 
rough weather in the Maldives 
when the government there can- 
celled a $51 1-million deal to de- 
velop its international airport. 
This raises concerns over inves- 
tor protection in the Maldives, 
which is seeking foreign financ- 
ing of tourism projects. It follows 
a year of political turmoil, which 
began with the overthrow of 
former president Mohamed 
Nasheed. The deal with СМК, the 
Maldives's biggest foreign inves- 
tor, was signed by Nasheed's 
administration. 
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Subrata Roy's 

Sahara Group is 
staring at a huge 
payout after the 
Securities Appellate 
Tribunal dismissed an 
appeal by two of its 
group firms against 
Sebi. The case 
involves the refund of 
about 124,000 crore, 
with interest, to 
about three crore 
investors. Meanwhile, 
Roy has picked up 
New York Plaza and 
Dream New York, two 
iconic hotels, for 
around $800 million 
(about 14,400 crore). 


The Indian 

Registry for 
Internet Names and 
Numbers has started 
issuing the next 
version of Internet 
addresses, 'IPv6', 
making it easy for 
security agencies to 
identify each user. 
Internet addresses 
under the present 
version are limited. 
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Lakshmi Mittal's company is in 
a spot of bother in France. 
Industrial Renewal Minister 
Arnaud Montebourg has de- 
clared that France does not 
want steelmaker ArcelorMittal 
in the country any longer. The 
company has shut down its 
blast furnaces in Florange. 


Bharti Infratel is set to raise up to 
$825 million in India's biggest 
IPO in two years. The company 
has set a price band of 4210 to 
1240 per share for its IPO, due to 
open on December 1 1. 


Former UBS trader 
Kweku Adoboli has 
been sentenced to seven 
years imprisonment for 
perpetrating the biggest 

fraud in UK history, 
which resulted in the 
Swiss bank suffering a 
$2.3 billion loss. Key 
controls to detect 
suspicious trading 
activity, outsourced to 
India, failed, says the 
Financial Services 
Authority. 


After bagging a multi- 

billion-dollar contract 
to supply 126 Rafale 
fighter aircraft to the 
Indian Air Force, 
France's Dassault 
Systemes has opened 
an Indian subsidiary. 


US market regulator 

SEC charged four 
Indian brokerages - 
Ambit Capital, 
Edelweiss, JM Financial 
and Motilal Oswal - for 
providing unauthorised 
services, but agreed to 
settle the charges in a 
deal over $1.8 million. 


Economy 


While the latest GDP data has 
dampened spirits, Moody’s is up- 
beat about the economy. The out- 
look for India’s investment grade 
credit rating was stable, partly 
thanks to high investment, said 
the ratings agency. Investment 
bank Goldman Sachs is also posi- 
tive about India, saying the coun- 
try's economic growth is likely to 
accelerate to 6.5 per cent in 2013. 





The government has raised 3932 
crore through disinvestments in 
two PSUs during 2012/13. It sold 
10 per cent of NBCC and 5.5 per 
cent of Hindustan Copper, realis- 
ing 1124.97 crore and 1807.02 
crore, respectively. 


High inflation and economic un- 
certainty led to sales of desktops 
and laptops in India falling during 
the September quarter, according 
to research firm Gartner. Around 
2.9 million units were sold during 
the quarter, 5.9 per cent lower 
than the same period last year. 


In a revised forecast, the 
Organisation for Economic 
Cooperation and Development 
(OECD) says the global economy 
will grow 2.9 per cent this year 
and 3.4 per cent in 201 3. In May, 
the OECD had estimated growth to 
be at 3.4 per cent this vear and 4.2 
per cent in 201 3. 


The Comptroller and Auditor 
General has criticised implementa- 
tion of the Centre's flagship urban 
renewal project. Jawaharlal 
Nehru National Urban Renewal 
Mission. having found thousands 
of unfinished projects. diversion of 
funds worth 115 crore, etc. 





Funds raised through 
private placement of 
listed debt securities 
since the beginning 
of the current 
financial year. This 

is a sharp increase 
of 56 per cent 

over the year-ago 
period. The number 
of such placements 
has also grown 

to 1,288 from 976 

in the previous 
financial year. 


$19.08 bn 


Amount pumped in by 
foreign entities so far 
this year. This is the 
second highest net 
inflow from foreign 
institutional investors 
in a calendar year since 
their entry into Indian 
capital markets in 1992. 
in 2010, overseas 
investors had made net 
investments of about 
$29 billion (about 

$1.33 trillion). 





Markets 


Come April 1, the National 
Stock Exchange (NSE) will 
have a new CEO and 
Managing Director. With her 
elevation, Chitra Rama- 
krishna, currently joint MD of 
the NSE, will join a select band 
of women world-over who 
head stock exchanges. Only 
two of the world's top 20 
bourses have women CEOs. 





An SBlI-led consortium of 20 
lenders is ready to recast loans 
of 311.000 crore to the strug- 
gling Suzlon Energy, under a 
corporate debt restructuring 
mechanism. The world's fifth- 
largest wind turbine maker 
had defaulted on the redemp- 
tion of $221 million worth of 
foreign currency convertible 
bonds. As of September 30. it 
had a fully secured gross debt 
of 14,568 crore on its books, 
four times the size of its equity. 
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И Successful 26 

8$ spectrum bidders will 
have to either make full 
payment, or 33 per cent 
of the due amount, by 
December 1, 





E rhe 2012 infosys 

88 Prize for outstanding 
research contributions 
will be awarded to 

Dr Ashish Lele 
(Engineering and 
Computer Science 
category); Professer 
Sanjay Subrahmanvam 
(Humanities and 
History); Professor 
Amit Chaudhuri 
(Literary Studies): 

Dr Satyajit Mayor 

(Life Sciences} 
Professor Manju! 
Bhargava (Mathe- 
matical Sciences 

Dr Ayyappanpillai 
Ajayaghosh (Physical 
Sciences}, and 
Professor Árunava Sen 
(Social Sciences}, in 
New Delhi on January 3. 
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VIT Business School combines the 

. power of knowledge and experience in 
a stimulating, hands-on environment to 
not only help you secure a job, but also 
excel in it. 


The full-service management school 
imparts practical training in 
specialisations that cover a wide range 
of industries. Here, you can apply your 
knowledge and experience the 
excitement of learning on the job with 
out-bound training programmes, 
understand the pulse of markets by 
interacting with them on a regular basis 
and feel the buzz of the corporate world 
by working in companies through 
summer placements. You can further 
enhance your management skills 
through engaging co-curricular 
activities and simulation modules. 


With VIT Business School's innovati 
and career-oriented learning me 

you can gain the necessary expertise 
that will give you the confidence to. 
secure a bright future for yourself. W 
international partnerships and joint 
degree programmes, you will also ha 
the opportunity to ват а second — 
advanced degree from USA or UK after 
you graduate. : 


WWww.vil.ac.if 








Low Equilibrium Trap 


The Indian economy is set for its worst performance in 





a decade w 


£4.55 tn 


Net investment in 
uly-to-September 
quarter of this 
fiscal year, up 
4.6 per cent 








ith no quick fixes in Sight. By SANJIV SHANKARAN 


- 


aS 


T 


he exultant reaction over a 
handful of economic meas- 
ures in mid-September has 
given way to the resigned 
awareness that, in the near term, the 
economy is jammed ~ between a gov- 
ernment struggling to tame a bur- 
geoning fiscal deficit and a central 
bank jittery about elevated inflation. 
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Inept policy making has led 
India's economy to a new equilib- 
rium. It is a growth rate between five 
and six per cent, a level that led one 
economist to conclude it had "stabi- 
lised". Another wondered at how 
quickly people had resigned them- 
selves to what will probably be the 
worst performance in a decade. And 


everyone implied there are no quick fixes in sight. 

Gross domestic product (GDP) grew 5.3 per cent in 
the second quarter (July-to-September) of 2012/13. 
This is the second-lowest quarterly growth rate in the 
last decade. In the first half of the fiscal year, the average 
growth rate has been 5.4 per cent, a level around 
which some economists think it will end the year. 

The last time the economy grew slower was in 
2002/03, when it grew four per cent. 

Manufacturing is almost stagnant and fresh invest- 
ments have been low over the last three quarters. New 
investment rose 4.6 per cent in the second quarter to 
14.55 trillion. According to Pronab Sen, Principal 
Adviser in the Planning Commission and former chief 
statistician to the government, the little new invest- 


the government's income and expenditure, is bridged 
by borrowing. Beyond a threshold, government 
rowing crowds out others and pushes up interest rates, 
Eventually. all of this shows up in high inflation. 

Inflation and interest rates are the source of diver- 
gence between the Reserve Bank of India (RBU, which 
controls monetary policy. and the government, whi 
tweaks fiscal policy. 

Over the last three years, India's monetary and Ñs- 
cal policies have not moved in tandem. The RAI 

















government wants. the fiscal deficit has to narrow. But 





ment that is coming is from companies importing ma- 
chinery to expand existing factories. And a bit of con- 
struction activity. Headline grabbing investment activ- 
ity has not yet begun, he feels. 

It is the financial sector and trade that now keeps 
the economy moving. Both these segments have been 
boosted by government spending. "Most of it (govern- 
ment spending) is driven by salaries," explains Sen. 
This, in turn, helps fuel demand in other parts of the 
economy such as construction. 

However, government spending could also keep the 
economy in its low equilibrium. It is closely linked to 
what is regarded as the most dangerous fault-line in the 
economy: the size of the fiscal deficit. 

The fiscal deficit, which is the difference between 


the government's income is under stress ~ the lasi 
budget assumed the economy would grow around 7.5 
per cent, and, thereby, that income would be higher. 
In the budget, the fiscal deficit was forecast to be 5.1 
per cent of GDP. Since then. finance minister Р. 
Chidambaram has said there would be an overrun hut 
has vowed to restrict it to 5.3 per cent of GDP. All of this 
squeezes government spending, one of the three drivers 
of growth today. This is what finance ministry officials 
say they have been telling their colleagues in the gov- 
ernment, as preparations begin for next year's budget 
There is no getting away from more pain if the 











Interest rate cuts will not be forthcoming otherwise, as 
the RBI likes to point out. € 
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“THIS (CASH 
TRANSFER) IS 
A FANTASTIC 
MOVE... THINGS 
WILL BE 
BETTER THAN 
WHAT THEY 
HAVE BEEN” 


Bindu Ananth, President, 
IFMR Trust 
К pm 
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UPA's Talk Show 


The ambitious direct cash transfer scheme to provide subsidies 
faces several implementation challenges. By SHWETA PUNJ 





"ssi 


Making a point: Rural Development Minister Jairam Ramesh (left) with Finance 
Minister P. Chidambaram at the November 27 press conference 


he United Progressive Alliance (UPA) 

government appears to be making 

just the right kind of noises before the 
2014 general elections. Ifthe easing of rules 
in sectors such as retail, pension and 
insurance were aimed at pleasing foreign 
investors and the corporate world, the 
government is now targeting the poor — its 
biggest vote bank — with its direct cash 
transler scheme. 

The government aims to transfer %3.2 
trillion (one trillion is 100,000 crore), or $58 
billion. a year to beneficiaries of its subsidy 
schemes and welfare programmes. The new 
scheme aims to plug leakages in the current 


subsidy regime and will cover more than half 


of India's population, making it the world's 
largest cash transfer programme. 

But there are some glaring gaps in the 
gargantuan scheme. For one, it is unclear 
how the government arrived at the 33.2 
trillion figure. The government's subsidy 
budget in 2012/13 is 31.9 trillion. This 
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includes food and fertiliser subsidies. which 
have been kept out of the cash transfer 
scheme for now. 

The scheme is contingent upon some 
infrastructure issues that could take a 
considerable amount of time to address. 
Rural Development Minister Jairam 
Ramesh, who coined the slogan “aapka paisa 
aapke haath” (your money in your hands), as 
also Finance Minister P. Chidambaram did 
not spell out the most crucial contours of the 
scheme when they fielded questions, rather 
unconvincingly, at a press conference in 
New Delhi on November 27. 

India currently has a cash transfer 
system where banks and post offices are used 
to pay old-age pensions to poor people. What 
the government is now talking about is a 
significant expansion in the scope of cash 
transfers. This rests on two pillars — bank 
accounts and the Aadhaar, or the Unique 
Identification (UID) Number, programme. 

The bank account is the most important 
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“IT WOULD BE 
DIFFICULT TO 
FIX THE 
fONTHLY CASH 
SUBSIDIES IN 
VIEW OF 
FLUCTUATION 
IN MARKET 
PRICES” 


Raman Singh, Chief 
Minister, Chhattisgarh 











Cash Transfer _ 


criterion for the cash 
transfers to work. But only 
40 per cent of India's 
population has bank 
accounts. The current 
banking network does not 
have the bandwidth to 
handle more accounts, and 
such a network cannot be 
built within a month, given 
that the first phase of cash 
transfers is slated to begin 
in January 2013. 

"Infrastructure is a big 
question, and if they 
(government) try and do it 
in a hurry, it can all get 
very messy," says Samit 
Ghosh, founder of Ujjivan 
Financial Services, a 
microfinance institution 
servicing about one million 
people. Ghosh savs only 20 
to 30 per cent of his clients 
have bank accounts. 

Ramesh, however, 
argues that aanganwadi and 
other such workers will be used as business 
correspondents to disburse cash. Critics say 
this again will entail the involvement of 
middlemen and could hurt efforts to reduce 
pilferage and corruption. 

The other pillar that the cash transfer 
scheme leans heavily on is the UID 
programme. India's monumental version of 
social security numbers in the US. The 
implementation of UID has been cumbersome 
-- getting banks to rural areas and sensitizing 
administrators working at the grassroots 
level have been some of the challenges. So 
far, about 21 crore Aadhaar numbers have 
been created. This is less than a third of the 
number of people targeted under the cash 
transfer scheme. 

Banks have been reluctant to come to 
rural areas. This is because no-frills accounts 
in these areas do not fit in with their business 
model as they lack the capability to go into 
rural areas. 

Problems with support systems for direct 
cash transfer, however, do not undermine 





the concept's efficacy. 
"This (cash transfer) is 
unambiguously a fantastic 
move, 
Ananth, who worked with 
ICICI Bank's microfinance 

division for four years and 
is now the President of 
[FMR Trust, which works 
on spreading the reach of 
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Subsidy transfers have 
been just so inefficient." 

Some beneficiar 
pr efer cash transfers, 
One such is Geeta Ex 
who works as a coo 
Silchar, Assam, and earns 
about 11.600 to 11,700 a 
month. She has 
irying to get a ration card 
for 12 years since | 
husband's death. 
depends on her mother. 
who holds a ration card. to get subsidised 
food. "Cash is good because sometimes we do 
not get our quota of ration and the q d di 
food is often poor." says Das. 

But not everyone is convinced. Some 
state leaders have os their concerns 
about the scheme. a letter to Pri 
Minister E — ial. Chhattisgarl 
Chief Minister Raman Singh has said 
financial inclusion and availability of 
information technology infrastructure are 
preconditions to cash transfer and there are 
substantial problems in the state on both 
accounts, "It would also be difficult to fix the 
monthly cash subsidies in view of 
fluctuation in market prices,” 

No doubt, the Centre has embarked on an 
ambitious journey. The danger lies in setting 
unrealistic deadlines driven by е xpediency 
and tarnishing an important relorm in the 
process. The UPA would са bs hopi 
that, in the 2014 poll, the scheme figur 
prominently as the rural job guarantee 
programme did in the 2009 elections. Ф 
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IF AN 
EXPRESSION IS 
NOT CRIMINAL 
WHEN IT IS 
MADE IN THE 
BRICK-AND- 
MORTAR WORLD, 

iT CANNOT 
BECOME ONE IN 
CYBERSPACE 








Column/Cyber Laws 








Section 66A of the Information Technology Act is 
draconian and should be done away with 


ad Shakespeare been born five cen- 

turies later and tweeted a line he 

wrote in Henry VI, Part 2, he could 
have been arrested and chargesheeted in 
India. Under Section 66A of the Information 
Technology Act, 2000, the line, "Let's kill all 
the lawyers”, could be construed as "causing 
annoyance” to a class of people. 


Constitutional Curbs: The founding fa- 
thers of the United States who agreed upon 
the First Amendment, or their counterparts 
in India who drafted Article 19(1)(a) of 
Indian Constitution never wanted to jail 
writers for commenting. They guaranteed 
freedom of speech and expression. Threat to 
public order, defamation, incitement to of- 
fence, contravening decency and morality, 
committing contempt of court, etc, are listed 
in Article 19(2) as grounds to limit freedom. 
Curbs on speech cannot go beyond this. 


Unconstitutional Curbs: If the police 
consider a tweet or blog ‘grossly offensive’ or 
‘of menacing character’, or causing ‘incon- 
venience, annoyance, danger, obstruction 
or insult’, they can prosecute the netizen 
responsible under Section 66A of the IT Act, 


which carries a maximum imprisonment of 


three years. This is certainly a breach of the 
fundamental right to speech. The grounds 
provided are not rooted in those listed in 
Article 19(2). This section will not be able to 
stand the scrutiny of the judiciary on 


whether it conforms to the Constitution. If 


an expression is not criminal when it is 
made in the brick-and-mortar world, it can- 
not become one in cyberspace. Justice 
Markandey Katju. Chairman, Press Council, 
wrote in The Hindu that the Shiv Sena policy 
of favouring sons of the soil would lead to 
balkanization of the nation. Police might 
think this article causes ‘annoyance’, 'incon- 
venience', or that it is 'grossly offensive' to 
the Shiv Sena. Would it be constitutional to 
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prosecute him for these comments as they 
are also on The Hindu website: 


Alternative Law: The Indian Penal Code 
and other provisions of the IT Act, especially 
alter the 2008 amendment, provide enough 
safeguards against defamation, intentional 
insult leading to breaking the peace, incite- 
ment to commit offence, etc. Political criti- 
cism always Causes some annoyance to 
someone. Ruling party and Opposition 
members routinely say unflattering things 
about each other. Should they be 
chargesheeted, too? The basic idea behind 
freedom of speech is to allow divergent criti- 
cal views without looking into whether 
people are annoyed or inconvenienced, 


Breach of Fundamental Rights: Section 
56А is absolutely draconian as it gives rulers 
a weapon to misuse and deprive citizens of 
their personal liberty. Thus it not only vio- 
lates Article 19(1)(a) but also Article 21, the 
right to life and liberty. If Section 66A is used, 
it will foreclose debate and discussion. Its 
chilling effect is already visible — the jailing 
of a professor in Kolkata, a businessman in 
Tamil Nadu and two young women in 
Mumbai, for casual cyber writings, or simply 
forwarding of received material. Today 
netizens are victims, but next journalists will 
be threatened, as most of their writings are 
uploaded on the Net, too. This is a potential 
tool in the hands of rulers to curtail the voice 
of opposition. It is fatal for the freedom of 
speech of netizens in general and the press 
in particular. The executive should delete it 
from the IT Act or refrain from using it. Ф 
The author is Coordinator, Center for 
Media Law & Public Policy, NALSAR 
University of Law, Hyderabad 
(Hearing a PIL challenging the constitutional 
validity of Section 66A, the Supreme Court 
has issued notices to the Centre and five states 
to explain the arrests made under it.) 
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NOW AWAITING 
CLEARANCE 


FROM THE 
CABINET 
COMMITTEE ON 
ECONOMIC 
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Lom ud Pad 


Waiting in the wings: An IKEA store in Sydney 


onditions Apply 


IKEA will have to tweak its business model in India to comply 


itendra Balakrishnan lived in the Us for 

| 3 years before returning to India in 

2008. While there. he did much of his 
shopping in IKEA stores. He has visited the 
Swedish companv's stores in other countries 
as well. "I have visited more than 10 difler- 
ent stores in three countries. Each store looks 
the same. Their food menu is not elaborate 
(15 to 20 items), but the key differentiator is 
the holistic customer experience they offer,” 
says Balakrishnan, an analyst with an MNC. 

A part of that experience will be missing 
when IKEA sets up shop in India, judging by 
the fine print. While clearing the Swedish 
company’s proposal to enter the retail sec- 
tor, the Foreign Investment Proposal Board 
(FIPB) has made it clear that the approval 
comes with some riders. IKEA will not be 
able to operate food and beverage outlets 
within its stores. In addition, it will not be 
able to sell products in 18 of the 30 catego- 
ries it had initially applied for. Those 18 
categories include gift items, fabrics, books. 
toys and consumer electronics. 

An IKEA spokesperson refused to com- 
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with riders on its investment proposal. By MANU KAUSHIK 


ment, saying the company is yet to receive 
any formal communication from the govern- 
ment on the matter. 

"IKEA must be mentally prepared for 
these circumstances. It will have to find a 
middle path," says Ankur Bisen, Vice 
President (Retail & Consumer Products) at 
retail consultancy Technopak Advisors. He 
believes the government is playing it sale 
with FDI in retail. "IKEA is being denied per- 
mission in areas that the government thinks 
are politically sensitive." 

Food services do not contribute much to 
IKEA's revenues, accounting for less than five 
per cent of its topline of €2 3.54 billion in 
2010. However. by negating the need to go 
out for a meal. these food outlets ensure that 
some customers linger at its stores. 

In India, the company may have to alter 
its business model. "IKEA is known to open 
“big-box” stores (above 200,000 sq. ft.) with 
a standardised design. So far, they have not 
tweaked the model anywhere in the world. 
But India is such a strong pull, they will not 
mind opening stores without food courts,” 
savs Bisen. 

Harminder Sahni, Managing Director of 
Wazir Advisors, says home improvement is 
still the bread and butter for IKEA. “The 
home furnishing category is all about expe- 
rience. People do not mind travelling extra 
to buy IKEA products.” 

According to Technopak, the home de- 
cor segment is expected to grow from $10 
billion in 2009 to $15 billion by 2014. 

Earlier this year, IKEA had sought relaxa- 
tion of a norm that requires single-brand 
retailers to source 30 per cent of their mate- 
rial from local small and medium enterprises 
(SMEs). In September, while retaining the 30 
per cent requirement, the government indi- 
cated that foreign retailers did not necessar- 
ily have to source material from SMEs. 

IKEA has announced plans to invest 
110,500 crore in India. The proposal is now 
awaiting clearance from the Cabinet 
Committee on Economic Affairs. Ф 
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This Changes Everything 






FOCUS Review 


No Half Measures 


After the flurry of size zero devices, the Lenovo Ideapad 

2580 is regular size, just the way laptops were till 

sometime back. By no means is it bulky, but yes, it weighs a robust 

2.6 kg, and has everything you expect to find іп a laptop. It comes with a 

full-sized keyboard facing the 15.6-inch LED backlit display. Sadly, it has only a 

1366x768p resolution and that too on a screen with limited angles and brightness. 

But while we were not that impressed by the screen, the Dolby augmented audio is 

top notch. The performance is what you would expect from a top of the line 

Intel i7-3612QM processor, but there are issues like heating. The battery is okay, 

giving over four hours in the balanced mode. The laptop has an extra large 1 TB hard 
B ACK TO drive, four USB ports, LAN, HDMI, 5-in-1 card reader and, yes, there is a Blu-ray 
REGUL AR drive too, just in case you thought optical drives had become extinct. 


SIZE LAPTOPS Overall performance = ү quality 
AND ONE OF Е! 1ТВ hard drive, ports, Blu-ray Heating 


THE FIRST 


CAMERAS CEN iaso 


IN INDIA 














Camera With Brains 


The Nikon Coolpix S800c is among the first Android cameras 
in India. It has a solid build, making it a little more 
bulky than regular point-and-shoots. Unlike 
many other cameras, this one has three 
phone-like keys for Menu, Home and 
Back below the large 3.5-inch 
OLED touch screen. The 
camera runs the Android 
2.3.3 version and anyone 
who has used an Android 
phone will know how to 
handle it. This means you can 
tap into the Android ecosystem 
and download tonnes of photo 
apps to add value to your 
pictures. The picture quality is 
good, thanks to the 16MP CMOS 
sensor and 10x Nikkor lens, but 
with the apps you can do lots of 
tweaking and share to social networks 
instantaneously. With a 1.7 GB internal 
memory there is plenty of storage space. 
=) Easy to use, connectivity There is also the option of saving files to 
App ecosystem 
i memory card. The camera can connect to the 
Limited camera functions ; - | ' 
=) web through Wi-Fi and Bluetooth for sharing. 


Noisy zoom 
NANDAGOPAL RAJAN 


the cloud just in case vou do not have a 
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IOMORROW 
starts here. 


Today, it's easy to marvel at how far we've come. 


Our phones talk to our TVs to record our favourite shows. Doctors in India diagnose 
patients in Denmark. Social networks help companies improve customer service. 


And yet, up to now, more than 99% of our world is not connected to the internet. 

But we're working on it. 

And tomorrow, we'll wake up pretty much everything else you can imagine. 

Trees will talk to networks will talk to scientists about climate change. 

Traffic lights will talk to cars will talk to road sensors about increasing traffic efficiency. 
Ambulances will talk to patient records will talk to doctors about saving lives. 


It's a phenomenon we call the Internet of Everything — an unprecedented opportunity 
for today’s businesses. 


Tomorrow? 
We're going to wake the world up. And watch, with eyes wide, as it gets to work. 


cisco.in/tomorrowstartshere 


|. 
CISCO 






















The rate of growth in 
the number of foreign tourists 
visiting and discovering India 
kd has wavered over the past 
decade. India's overall share of 
global tourist traffic, however, 
has risen substantially 


Graphic by Santosh Kushwaha 
Text by Jyotindra Dubey 


Tourist arrivals in India dipped at the turn of the 
century, but began growing again from the 
mid-2000s. In the last few years though, thanks to 
the downturn, growth has been tapering off 





Year Foreign Tourist Arrivals in India % Change over previous year 
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India's share of global tourist traffic, in both 
numbers and income, has risen in the past decade 
- {һе latter more sharply 
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FOCUS Interview 


“FOR THE 
FIRST TIME, 

WE WILL | 
DEVELOP IN | 
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OLOF PERSSON, President of AB Volvo, and CEO of the 
Volvo Group, spoke to DEARTON THOMAS HECTOR 
about the Swedish company's global strategy during a 
recent visit to New Delhi. Edited excerpts: 


On investments in India: 
If you want to be part of a market 
like India, you need to invest in the 
market. We have trucks, 
construction equipment, buses... 
You need to invest to be a part of 
the market. The Volvo brand, the 
Volvo company and our joint 
venture with Eicher need 

investments. If you look at the 
total investments, it is quite a 
substantial amount. Approximately 
20 billion on the Volvo side and, | 
think, 118 billion in the joint venture 
in the next three to five years. 


On developing products in 
India: For the first time we reversed 
the process for a new product — our 
medium duty engine. We have always 
developed in Europe or in our traditional 
markets and then moved technology. 
Now, we will do the reverse. We will 
develop in India, then we are going to 
export that product. The hub for the 
medium duty engine for the Volvo Group 
will actually be here in India. 


€ 


On increasing annual bus sales in India: 
We believe that there is an opportunity to raise market 
share and our presence in the market. The Volvo Group, 
including Eicher, is the third largest commercial vehicle 
manufacturer in India. That gives us a very good 
foundation to develop Our position in the Indian market For full interview, video clips and earlier stories on Volvo, 

— with new products, new services and so on. ‚ goto www.businesstoday.in/persson-volvo | 
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Just XPS It 


Xpress. Punctual. Secure. 


TCI XPS delivers what it stands for. With more 
than 50 years in the business, we know what 
EXPRESS distribution is all about. 


Door-to-Door pickup and delivery. 

13,000 delivery locations across India. 
Real-time tracking. 

Seamless connectivity across Air and Surface. 
Over 3000 committed professionals. 
Deliveries to over 200 countries worldwide. 


A pan India hub and spoke network 
for GST distribution. 


MONEY ^ Assured delivery within 24 and 48 hours to 
BACK a choice of 150 locations across India — or 
GUARANTEE бн 
S. your money back! 
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+ ICL XPS 


EXPRESS DISTRIBUTION SPECIALISTS 


Domestic | International 
A Division of Transport Corporation of India Limited 
<s 


9 
IATA zi 


Only Express Company in India to be IATA and ISO Certified 





IPL 


Stiff Target 


PepsiCo India will have to work hard to justify the high price 
it paid to sponsor the Indian Premier League tournament. 


By DEARTON THOMAS HECTOR 
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Pepsi to pay to sponsor IPL 


7396.8 "ed during 2013 - 2017 


LOSING ITS 
SHEEN 


The IPL tournament's 

popularity has seen a 

steady decline among 
~ TV viewers 





. Average TV viewership rating 
source: TAM Sports. IPL-5 figs not revealed 
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epsiCo India has won the title sponsor- 

ship rights of the Indian Premier 

League (IPL) Twenty20 tournament 
from 2013 to 2017, with its bid of 3396.8 
crore. Is it paving too much at a time when 
viewership of the tournament is declining: 
Real estate giant DLF Ltd, title sponsor from 
2008 to 2012, had paid 3200 crore. 

"It is not at all a high price,” says Deepika 
Warrier, Executive Director-Marketing, 
PepsiCo India. "A lot of deliberation went into 
this investment. No association with cricket 
is complete without a strong association with 
IPL. Our estimate is that we will get five to six 
times the value of the money we paid." 

Dogged by scandals, especially those sur- 
rounding its first chairman Lalit Modi, IPL's 
brand value has fallen from $4.1 billion in 
2010 to $2.9 billion in 2012, according to 
Brand Finance, a firm specialising in brand 
valuations. "The brand of IPL is on a decline. 
It is almost touching its base value of 2008," 
says Unni Krishnan, Managing Director, 
Brand Finance India. “IPL should not try to 
push issues like weaknesses in governance 
and financial instability under the carpet.” 


December J 4 2012 


a 
n 


P 
= 7 
Á 
я Ж 
(т 


DLF paid to sponsor IPL 





200. from 2008 - 2012 


But there are advantages for PepsiCo in 
the sponsorship as well. The tournament is 
held in summer, when sales of cold beverages 
peak. “April-May sales contribute almost 50 
per cent of our annual beverage volume,” 
says Warrier. The company could get access 
to star cricketers for promotions — depending 
on the fine print of the deal — while main rival 
Coca Cola could be hindered from advertising 
at game venues. “Coke will be blown out 
from the scheme of things, because of the 
scale which Pepsi has now with IPL,” says 
(PL ’s CEO Sundar Raman. 

Neeraj Vyas, Executive Vice President 
and Business Head of TV channels SET Max 
and Sony Mix is also gung ho. SET Max has 
been ІРІ; broadcaster since the tournament 
started in 2008, though from next year Sony 
Mix takes over. "TV ratings may show a de- 
cline, but the last rating of around 3.5 
through 76 odd matches is still an achieve- 
ment," he savs. 

IPL officials are naturally delighted. 
‘Since, Pepsi is a global brand. IPL will have 
in international impact,” says Rajeev 
Shukla, IPL Chairman. € 
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FOCUS Оп Record/Parliament deadlock over FDI in Retail 





"When McDonald's and Pizza Hut 
came, they (the opposition) protested 
saying business would go... But 
Nathu sweets, Bikanerwala shops 
have flourished and expanded" 


Anand Sharma, Commerce and Industry Minister, to agencies 








"Congress has betrayed 
Parliament by not keeping its 
assurance on the issue of 
FDI. It had opposed FDI in 
retail while in opposition 
but now its leaders have 
become strong votaries of 
this anti-people policy" 


M. Venkaiah Naidu, BJP leader, to agencies 










“We might see small traders 
co-exist with the big format retail. 
Traders need to be convinced that 
they will not go out of business” 


RV. Kanoria, President, FICCI, 
in The Hindu Business Line E 


“India is a country of shopkeepers. We 
already have a fantastic distribution system, 
which is convenient for the Indian consumer 
as there is a small shop in almost every nook 
and corner. Multinationals will come as it 
suits them" 


Nusli Wadia, Chairman, Wadia Group, in Business Standard 





R.N. Dhoot, President, 
ASSOCHAM, to agencies 
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Dimming 


Sunshine 
Half the $1.4 billion worth of 
solar power projects in India 
may be delayed or cancelled 
with US supplies of equipment 
having stalled - the firms making 
them have too many global 
orders - and dust clouds lately 
diffusing the radiation required 
to drive generation. Of the 500 
megawatts, across 10 projects, 
due to be completed between 
February and May, only a third 
may be ready on time, says 
Tarun Kapoor, Joint Secretary, 
Ministry of New and Renewable 
Energy. Three of the plants are 
unlikely to be built at all. 








Hi-tech on Board 
At £20,000 (around 71.8 
million), a Scrabble board and 
tiles manufactured by UK-based 
Mind Sports (International) is the 
most expensive Scrabble game 
yet. It has radio-frequency 
identification (RFID) chips within 
each tile, and RFID-detecting 
antenna on each square of the 
board, allowing the latter to 
detect just where each letter is 
placed, and promptly transmit 
the data to an online channel. 
The raised surface of the board 


hides the electronic equipment. 
=w 


Sleep Control 
A pair of spectacles which help 
you beat insomnia and jet lag, 
and wake up just when you need 
to? Yes, indeed. Professor Leon 
Lack of Flinders University in 
south Australia has invented the 
world's first 'time-control' 
spectacles called ‘Re-timer’. Slip 
them on and they emit a soft 
green glow which works on the 
human body clock to change 
sleep patterns. 
rog cep 
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Done to Death 


The recent hanging of Pakistani militant Mohammed Ajmal Amir Kasab, involved in 
the November 2008 Mumbai terror attacks, has revived the centuries-old debate about 
whether the death penalty is justified. 


Changing Trends: World opinion has swung decisively in favour of the opponents 
of the death penalty in the last four decades or so. In 1977, there were only 16 coun- 
tries which had abolished it. Today there are 1 10. However, it remains in force in the 
three most populous countries: China, India and the United States. China carries out 
the largest number of executions, over 2.000, for instance, in 201 1. 


India's Position: A day before Kasab's hanging, India opposed a United Nations 
resolution seeking a moratorium on capital punishment. It had done so before as well. 
the first time in 2007. However. death sentences as well as executions are a rarity in 
India, which closely follows the 1982 Supreme Court injunction that this punishment 
should be awarded only in the ‘rarest of rare’ cases. Union Home Minister Sushil Kumar 
Shinde recently said India needed to “rethink” continuing with it at all. 


Recent Cases: There have been only three executions in the last two decades: 
Chennai's serial killer Auto Shankar in 1995, and Kolkata's child rapist and murderer 
Dhananjoy Chatterjee in 2004, apart from Kasab. There аге, however, 4 3 5 prisoners 
currently on death row, Afsal Guru, involved in the 2001 Parliament attack, being 
the best known among them. 
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about the Little 
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While Gujarat plies big companies with incentives, its small businesses 





Ede 


T | 


are grumbling about neglect. By SEBASTIAN PT. 


Nano may be a little car, but it's a 
big deal for Sanand. This manufac- 
turing project attracted other big- 
ticket investments to this tiny town 
of 32,000 people in Gujarat's 
Ahmedabad district. Nestle, Hitachi, 
Colgate and many other companies 
have come in after the Nano project. With Ford and Maruti 
set to drive into Sanand, Gujarat is likely to become an auto 
hub to rival Tamil Nadu and Haryana. 

But beneath the froth of optimism is an undercurrent 
of disgruntlement, mainly among micro, small and me- 
dium enterprises (MSMEs). As political campaigning for the 
state assembly elections - to be held on December 13 and 





17 ~ gets louder, the Congress party is echoing some of 


their criticisms of the BJP government's business policies. 
"The MSME sector has been powering Gujarat's growth. 
but has been neglected for the last decade," says Mihir V. 
Patel, President of Vatva Industries Association (VIA). Well- 
known companies such as Nirma Ltd and Torrent Gujarat 
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Biotech Ltd started in Vatva, an industrial estate on the 
outskirts of Ahmedabad city developed by the Gujarat 
Industrial Development Corporation in the 1970s. "When 
these companies grew, they had government support such 
as subsidised land," says Patel. "But now, it would be hard 
for a small company to become a Nirma or a Torrent." 

Ravubha Vaghela, Chairman of Raviraj Foils Ltd. savs 
Gujarat has a shortage of skilled workers, which big in- 
dustries need. "It is small industries that employ the most, 
not the big ones." he says. 

MSMEs are important to Gujarat's economy. 
According to state government officials, small businesses 
employ some 1.8 million people, while big industries 
employ 0.8 million. In 2011/12, when Gujarat's share 
in the country's exports was the highest at 24.6 per cent, 
about two-thirds of this came from small industries. 

In recent years, Gujarat has focused on wooing large- 
scale industries. The Gujarat Industrial Policy of 2009, 
introduced by the Narendra Modi government, offers in- 
centives to manufacturing projects with investments above 
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110.000 crore and ‘innovative’ projects of over 3500 
crore. The reasoning is that they have a multiplier effect 
and boost ancillary industries. The policy does offer incen- 
tives for MSMEs, such as interest subsidies of five to seven 
per cent to set up new units or to expand. 

But perhaps the biggest problem is land. Real estate 
prices are rising in new industrial estates, and many older 
ones are getting saturated. "There is no opportunity to 
expand. even for profit-making SMEs," says K.T. Patel, 
President of the Federation of Industries and 
Associations (FIA), Gujarat. 

Raviraj Foils's Vaghela. says land in 
Sanand is beyond the reach of most small en- 
trepreneurs — a plot by the main road there 
would cost 725,000 to 130,000 per square 
metre. Incidentally, Vaghela got 11,200 per 
square metre from the government for the 30 
acres crucial for road access to the Nano plant. 
The Tatas got it at a subsidised rate of 3900. 

Perhaps what causes the most heartburn 
in Gujarat is that big companies get subsidised 
land in addition to other incentives. As election 
campaigning picks up, the Congress is accus- 
ing the BJP of pandering to big businesses. It 
says the state government allotted some 38.6 
million square metres of land to the Adani 
Group for the Mundra port and special eco- 
nomic zone at rates of 31 to %32 a square me- 
tre, and that Tata Motors got a 39,570-crore 
loan at 0.1 per cent with a moratorium of 20 
vears. "The mega corruption of the Narendra 
Modi government is disguised in the form of 
these land deals at throwaway prices," says 
Ashok Tanwar, the party official in charge of 
the Congress's Gujarat election campaign. 

Siddharth Nath. member of the BJP na- 
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tional executive, says the state government has been 
transparent in its dealings. "What hurts the Congress is 
that Gujarat is attracting auto majors," he says. He adds 
that this is seen as a threat to the auto hub in Congress- 
ruled Haryana. Some in the business community also 
question the Congress's claims. "The land in Mundra was 
uninhabited wasteland," savs Yatindra R. Sharma, 
Managing Director of the 3300-crore KHS Machinery Pvt 
Ltd. and chair of the western region SME committee of the 
Confederation of Indian Industry. "In my 
view. it was the right decision." He concedes 
that the pricing of the Mundra land is debat- 
able, and agrees that land acquisition in the 
state will be difficult for both large and small 
projects in the future. 

Some in the MSME sector want the state to 
revert to earlier policies. From 1990-95, the 
state gave incentives to industrialise back- 
ward regions. Incentives such as capital sub- 
іду and sales tax concessions continued until 
2000. "The government will have to go back 
to providing capital subsidy to small industries 
in backward regions. at least." says Vaghela 
of Raviraj Foils. 

The FIA's K.T. Patel says that without 
timely intervention. small industries may be 
in big trouble. The entrepreneurial culture of 
Gujarat may keep them afloat with or without 
government help, but they will not realise 
their true potential. Without them, he says, 
"Gujarat will not be able to stay ahead in 
growth." In terms of growth of average gross 
state domestic production in the last five years. 
Maharashtra and Tamil Nadu are already 
ahead of Gujarat. No matter which party wins 
the election, it will have to be on the ball. € 


Source: State govt data 
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CROW THs 


S.D. Shibulal, the last of the founders to lead Infosys, is 

Î under pressure to boost growth at the software giant. In an 
| exclusive interview with Govindraj Ethiraj on the show 
ETHI ` Bottomline, airing on Headlines Today, the Infosys CEO 
spoke on issues ranging from his new vision, Infosys 3.0, to 
the need for strategic acquisitions. Edited excerpts: 








You have been asked many times why you do not see any limit. But the question is whether that is 
do not want to acquire companies and you the right thing to do. Will the talent supply support it: 
have said that itis because you cannot keep That is why we say we need to create a balanced portfolio 
adding people and growing organically. of business which will actually make sure that our de- 
What does this mean? pendence on people comes down over a period of time. 

| believe that our service business can really scale up... 

I've been asked this question when we were 10,000 Го what extent is the growth of Infosys 
people, 50,000 people, 100,000 people. Infosys is a plat- dependent on the Indian economy? 


form which is absolutely scalable... We have scaled up From a talent supply point of view, India is a predomi- 


across the country. So from the scalable perspective | (^ nant piece. Last vear we recruited 45,000 people. This 


For a more detailed interview go to 
г23 2012 | www.businesstoday.in/shibulal-view | 
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Tait 1401.0. Shibulal 


vear we will recruit 35,000 people. India is going to pro- 


duce a million engineers. Even if I assume 40 per cent of 


them are MNC ready, that is 400,000 people. we have 
enough talent supply in India to support us. That is one 
part of the business. The other part is the Indian business 


itself. Our revenue from India today is one per cent. Of 


course, we have entered India late. We have been present 
in the Indian market only over the last couple of years... 
We have announced а 1800 crore India Post deal. It is a 


real transformational deal. We are looking for deals of 


that nature in India and we are seeing very good traction. 


How has the industry changed over the last 
decade? 

In 1999, we were predominately providing application 
development and maintenance as a service, 95 per cent 
of our revenue came from this. Today, this service is 38 
per cent of our revenue. The company has gone from 
$200 million then to $7 billion last year. Our service line 
perspective completely changed. We are a true end-to- 
end service provider. Thirty per cent of our revenue 
comes from consulting and system integration... Strategic 
partnerships have to evolve. Thev 
have to provide higher value to 
clients. They have to provide busi- 
ness innovation to clients. That is 
an evolution the strategic partner 
has to do over a period of time. 


Ihe addressable market 
for IT services is still S100 
billion... and all 
companies are playing in 
a very small portion of it. 
So why is there concern? 
The supermarket of IT services 
today is probably close to a trillion 
dollars. In that sense you really 
have a long way to go. But it is a 
fragmented market. You have 
hundreds of players. Our business 
model is based on strategic 
partnerships. We build long-term 
business relationships with our 
clients. If you look at revenue, 95 
per cent comes [rom repeat 
business. If vou look at our 
portfolio of clients, there are clients 
who have been with us for the last 
10 to 15 years, which means that 
we have to build and strengthen 
that strategic partnership. We 
have to increase the value we 
provide to our clients...if you 
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continue to provide the same set of services, even at a 
higher efficiency, that is not enough. You have to provide 
a wide range of services. You have to operate with them 
on the revenue side and the cost side. 


What is the sense you get from around the 
world today, again through the eyes of your 
clients, arc things slowing down? 

The environment continues to be volatile. If vou look at 
the US, economic growth is slow, unemployment is high... 
If vou look at the European crisis, there are still issues to 
be ironed out. So there is volatility in the environment. | 
am not seeing any material change in the environment. 


Is this the new normal? 

In many ways I think the world will continue to be vola- 
tile for the medium term at least. In the long term, I think 
things will stabilise and improve. But in the medium time, 
it is going to be a protracted recovery. 


So would an acquisition or a set of acqui- 

sitions be the way out for companies like 

Infosys to grow rapidly? 

It always has to be a combination 
of organic growth and acquisi- 
tions, because in my mind an ac- 
quisition is not a direct answer to 
growth, Acquisitions have to be 
strategic. Growth has to be driven 
by organic growth. Of course, an 
acquisition can play a part as well 
as support it. Why do I say an ac- 
quisition has to be strategic? It has 
to put two and two together and 
create five... For example, we are 
very focused on growing in 
Europe, so that would be a good 
place for us to do an acquisition. 
We are very focused on increasing 
our consulting and system inte- 
gration revenue. That would be a 
good place for us to do an acquisi- 
tion... If we want to enter the US 
eee public service market we have to 
set up a subsidiary. That would be 
a good place for an acquisition. 


You have talked about 
Infosys 3.0. How is that 
different from the Infosys 
that N.R. Narayana 
Murthy built, if at all? 

It is fundamentally on the founda- 
tion of what was built. This is a 





Read Govindraj Ethiraj's interview with Adi Godrej, 
Chairman of the $3.3 billion Godrej Group and 
President of the Confederation of Indian Industry, at 
www.businesstoday.in/adigodrej-view 







company which has been built on foundations of ethics 
and governance. It is built on very strong value systems. 
None of those things will change under Infosys 3.0. | 
think once you understand the reason for 3.0, every- 
thing makes sense. One, some part of the business is 
getting commoditised. So it is very important that we 
build a balanced portfolio which will consist of service 
lines which are commoditised as well as non-commod- 
itised. Two, clients are asking for higher value. They are 
asking for excellence in execution plus business innova- 
tion. Three, we believe that in the long term getting 
high-quality talent will be difficult, which means we 
need to create some non-linearity between effort and 
revenue. And fourth, we have to evolve our business 
model. These are the fundamental drivers. 

The central point is that we have to increase our 
relevancy to clients. That is the fundament premise on 
which we move forward. Excellence in execution is a 
hallmark at Infosys. If you talk about business innova- 
tion, that requires a clear framework. Building tomor- 
row's enterprise is that framework. We have chosen 
seven areas of innovation, seven themes. Those themes 
are where we are investing. That is where we are filing 
patents. We have filed 400 patents over the last three- 
four years... Now, to support a new strategic direction 
you need to restructure. So we have restructured. We 
have a new leadership in place, we have the strategy. 


What would you need in these three areas — 
leadership, vision, execution — from the 
government of India? 

(Laughs) Interesting question... I think one needs to 
answer that in a much broader sense. We have made 
tremendous progress over the last 30 years but we still 
have a very long way to go. These responsibilities rest 


with all the stakeholders. I would not hold one set of 


people (responsible)... When you look at the govern- 
ment, the first thing that comes to my mind is con- 
stancy of purpose. what is the direction in which the 
country is going. So whether it is in regulations, ap- 
provals or decision-making. you need constancy in 
purpose. That gives a framework for people to create 
confidence and action. 


Do you see the Indian economy reviving 
from where it is today? 
I always look at the future with a lot of positives in my 


mind. There are, of course, some challenges. I think if 


we can just overcome these three-four challenges, the 
future will be very bright. Ф 

Business Today and Headlines Today are 

part of the India Today Group 


Send your comments to editor.bt@intoday.com 


Dreaming of a 
new car? 


Fulfill your dreams 
with Union Bank Car Loans. 





* Interest rate - 0.95% p.a. 


* Long repayment tenure of 7 years 


do (fj Union Bank 


ищ ae (300€ 


Toll Free: 1800 222244 | www. unionbankofind 


Offer valid till 26-01-2013 


(ЖТ corruption 





It may be a good 
idea to have a 

list of Indian 
Politically Exposed 
Persons, that would 
include the kin 

of all important 
officials, with the 
І-Т Department, 

the banking system 
and enforcement 
agencies keeping an 
eye on them 


SEBASTIAN P.T. 









For the complete column, go to 
www.businesstoday.in/graft-fight 
ڪڪ ڪڪ‎ NE el — 


Five Steps to ‘Transparency 


Corruption can be controlled if there is political will 


n its 2011 Corruption Perception Index, 

Transparency International ranked 

India at 95 out of 183 countries. How 

can widespread corruption be curbed? 
Here are live suggestions. 


Electoral reforms: The exorbitant cost of 


contesting an election inevitably spawns 
corruption. The legal spending limit for a Lok 
Sabha seat is 440 lakh and for an Assembly 
seat, X16 lakh. But it is well known that ac- 
tual expenditure is 10 to 20 times that. Thus, 
once elected, the winner's focus is not only 
on recovering his investment, but also on 
raking in enough to contest future elections. 

Full state funding of elections would 
largely address the problem. At least the 
government could make it mandatory for 
political parties to have their accounts au- 
dited annually. and placed in the public 
domain, including details of every rupee 
received or spent. Tax returns of candidates 
should also be made public. 


Scrutiny of Politically Exposed Persons 
(PEPs): Keeping tabs on the politicians alone 
may not be sufficient. Their immediate family 
members and people close to them also need 
to be tracked as they are often used as fronts 
to launder graft money. Globally PEPs are 
identified by banks as a category in the con- 
text of checking money laundering. This in- 
cludes politicians, the military, the judiciary, 
the bureaucracy and so forth. Such accounts 
are subjected to greater monitoring. It may 
be a good idea to have a list of Indian PEPs 
that would include the kin of all important 
officials with the Income Tax Department, 
the banking system and enforcement agen- 
cies keeping an eye on them. 


Belling fat cats: Serious penalties and cer- 
tainty of punishment, preferably with longer 
jail terms than at present, could deter graft. 
The Prevention of Corruption Act, 1988, 
provides for a jail term ranging from six 
months to five years for both abetting and 
taking bribes, but that does not seem a sufli- 
cient disincentive. Some states have also 
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brought in innovative legislation. The Orissa 
Special Courts Act, 2006, and the Bihar 
Special Courts Act, 2009, allow these two 
states to confiscate the properties of corrupt 
public servants. Similar legislation at a na- 
tional level could well act as a deterrent. 
Often private players too are at fault, in try- 
ing to bribe for a contract or tweak a policy. 
To be fair, the government has drafted the 
Public Procurement Bill 2011 to ensure 
transparency in procurement for public en- 
terprises. Also, digitalisation of government 
records would ensure a lot of transparency. 


Protecting whistleblowers: Much sleaze 
in recent times has been exposed by whistle- 
blowers. But whistleblowers are hardly 
protected. The Whistleblower's Bill, pending 
in Parliament, empowers the Central 
Vigilance Commission (CVC) to hand down 
tough penalties to people revealing the iden- 
tities of whistleblowers or threatening them. 
But if there are no systemic reforms accom- 
panying this legislation, whoever blows the 
whistle will continue to be victimised by the 
corrupt. More importantly, the legislation 
should cover the entire private sector. 


Independent probes: Finally, any corrup- 
tion reported has to be properly investigated, 
and the guilty prosecuted and sentenced. 
Unfortunately, the Central Bureau of 
Investigation (CBI), though technically under 
the CVC, is often seen as the handmaiden of 
the government in power. The government 
controls all administrative matters, including 
transfers and promotions, relating to CBI of- 
ficials. Similarly, the CVC's mandate is merely 
to"advise and guide" on vigilance matters. 
India's Serious Fraud Investigation Office 
(SFIO) was created in 2003, but its purview 
should go beyond the Companies Act. 

The creation of an ombudsman through 
the pending Lok Pal Bill would solve most 
problems. provided it is given real powers. 

There is no shortage of ideas on how to 
combat corruption. But where is the political 
will needed to do so? Ф 
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through our presence in oil, natural gas, 
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lubricants, &Castral . Now there is new energy 
in this partnership. We have invested over 
140,000 crores in India making us the largest 
international energy company here. We 
continue to develop local talent, deploy 
advanced technologies and work towards 
securing a better energy future for the 
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"Customer 
safeguards 
are good, 
_ but it Is 
important 
0 keep 
some 
balance" 


Edinburgh-based Standard 
Life is one of the world's 
leading savings and 
investment companies, with 
six million customers across 
50 countries. It is present in 
India through its investments 
in HDFC Life and HDFC 
Asset Management. Gerry 
Grimstone, Chairman, 
Standard Life, on a recent 
visit to India, spoke to 
Sarbajeet K. Sen on a liost 
of issues concerning the 
Insurance sector 
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Standard Life has been associated with 
HDFC since the Indian insurance sector 
was opened up more than 10 years ago. 
How do you see the growth of this sec- 
tor, especially the private companies, 
given Life Insurance Corporation is con- 
tinuing its stranglehold? 

The industry started very strongly. As you 
know, we came into the market just over 10 
years ago with our friends HDFC with whom 
we created a very fine business. At one point, 
LIC’s market share dropped down to 50 per 
cent. But the various regulatory changes over 
the last two years have greatly benefitted LIC 
and its share is back to around 70 per cent 
which is really quite extraordinary. 


The trend should have been the other 
way round... 

Yes, it should have been the other way round, 
because nobody minds competition. 
Everybody likes competition. But it is impor- 
tant that competition is on a level playing field. 
LIC is a very fine company. I just think that the 
playing field should be levelled between all the 
insurance companies. 


Where do you think the problem lies? Is 
it the regulatorv issue or legal ones? 

I think it is the various regulatory changes, 
particularly the regulator's pushback on the 
unit-linked insurance policies (ULIPs) that has 
helped LIC because the private sector companies 
were strong in the ULIP market. I very much 
applaud the work the regulator has done to 
improve things for customers. Anybody who 
has been in business for a long time the way we 
have knows customers are the most important 
thing. So customer safeguards are a good thing. 
But I think it is always important for an indus- 
try like insurance to keep some balance. In fact, 
it is extraordinary that the total insurance pre- 
miums in India fell last year, and it is mainly 
because of the general regulatory climate. | 
think this might be the only major country in 
the world where premiums have gone down. 
And I don't think that is good for India because 
insurance is so important for society and it is so 
important lor investment in the economy. 

[ also feel that progressively the restric- 
tions on insurance companies' investment 
should be removed. Insurance companies are 
very used to making safe investments. These 
can be of great benefit to the economy since it 
will help garner people's savings through the 





intermediation of insurance comi 


Would vou say it is a case of o1 
regulation in India compared to ot 
major markets: 

I don't think it is over-regulated. Bi 

awful lot was done very quickly. Il 
portant now that the industry 

again. If we are looking forward to 

initial public offerings (IPOs) in the 

some point in the future, we now n: 
regulatory regime. 


Since you spoke of insurance IPOs, what 
are HDFC Life's plans for hitting thi 
capital market: 

For there to be successful IPOs o 
companies in India, a number of t 

to come together. We have to have 

market conditions, the companies 

ready, the regulatory regime has | 

and consistent, because investors v 

to know what companies they are | 

and what the regulations would bi 
importantly, the limit on foreign 

must be raised. The last point is ver 

because at this moment any IPO 

ance company in India would | 

purely domestic (because foreign | 

ready hold 26 per cent in most с 

am a huge supporter of the cap bei 


Are you happv with the proposal to raise 
the foreign direct investment (FDI) limi 
to 49 per cent or do vou think it should 
have been more? 

Well, I am very happy if it is rais: 

cent. I think it is a matter of publi 

Indian government and Parliam: 

keep insurance companies in majo 

of Indians. I think it is perfectly fini 

decision. I can understand the dif! 
tween 49 per centand 50 per cent oi 

but not between 26 per cent and 49 


Are you saving this because 49 pei 
does not give management control 
Of course, 49 per cent does not gi 
ment control. However, each comp: 
differently. More importantly, you 

see this through the eyes of FDI. Еди 

tant is foreign institutional investor 
should look at it not as FDI but as 
loreign investment in Indian insui 
panies. Indian insurance compan 
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stay in Indian control. It should be a matter between 
partners what the level of investment is, and investment 
should encompass both FDI and FUs. Without FIs, we will 
not have successful IPOs of insurance companies. If you 
think about the size of the sector, over the next five years 
we may have half a dozen to 10 insurance companies 
coming to the market. This will be a very major new sec- 
tor for the Indian stock market. We are talking about tens 
of billions of dollars in IPOs and foreign investment will 
help make that successful. 


Do you think there will be investor interest in 
insurance IPOs to raise such large amounts, 
given that the business environment has not 
been very good? 

The good companies have done well. And one of the best 
decisions we made was forming an alliance with HDFC, 
with my very good friend Deepak Parekh (Chairman, 
HDFC). It has been а very good partner for us. There are 
other very good insurance compa- 


insurance companies. So, there is a decision before 
Parliament. I think this 15 caught up with politics, with 
symbolism, and that people need to take a step backwards 
and look at what is in the best interest of India. 


Standard Life being in many areas other than in- 
surance, do you see a larger engagement in India, 
especially with the pension sector opening up? 
We are basically a savings and investment company. We 
don't see ourselves as a life insurance company. We have 
two businesses with HDFC: HDFC Life and HDFC Asset 
Management. We are, of course, both interested in devel- 
oping the savings market and the pensions market. 


Coming back to the IPO, do you have any time- 
frame in mind for HDFC Life? 

AsItold you there are some factors that need to come into 
alignment. Until those factors come into allgnment you 
cannot set a time frame. 


nies as well. In the present tough Are you happy with the disclo- 
mut conditions e ool ore | cap understand 77.5 clear. 
e peme OE the difference — 7777 wih tne top do 
management coir! ot HEC  Detween 49% а ин 
о” = апі 91%, риё With so many insurance com- 


We manage the company jointly 
with HDEC. It feels like a joint com- 
pany. Our senior management at- 
tends the board meetings. We are 
close to the management of HDFC. We 
don't want control of it. We are very 
happy that HDFC is controlling it, but 
we run it together as a partnership and that is the best kind 
of joint venture where each partner knows the strengths 
of the other. I treat HDFC's Parekh and his colleagues with 
huge respect. I think they are very fine executives and we 
are very fine with what they do. So there is no conspiracy 
(and itis wrong) to say foreign companies wish to take over 
Indian insurance companies. This limit (on FDI) is purely 
about financing and what is the optimum capital structure 
for Indian insurance companies. I do hope Parliament, if it 
gets to vote on the bill in this session, sees it in this light. 


That, of course, is a very big ‘if. 

It is a very big ‘if, but I am hopeful. India has to make a 
choice. If it wants continued economic growth, if it wants 
continued investments, insurance companies are an 
important part. 


To mobilise long-term savings... 
Yes, for long-term savings there is no better route than 
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not between 
269/o and 499/o 
in FDI cap 


panies vying for business, do 
you think there is a case for 
consolidation in the industry? 
I can see that will happen at some 
point in the future, because some of 
the companies are not doing as well. 
However, market growth has to 
resume. Coming back to my earlier point, the extraordi- 
nary thing is that the market has declined. That has to 
be reversed. 


You spoke of the new ULIP guidelines slowing 
down the market. What are your concerns on 
that? 

Ithink they are fine. We need to settle down with a period 
of stability. And also, of course, the other tmportant thing 
is what's going to happen with the tax code (Direct Taxes 
Code), because in every country if you want to encourage 
long-term savings and pensions, DTC is important. I feel 
there are lots of moving parts here and it is important that 
those moving parts settle down at some point. 


All those moving parts are big factors in your 
future decisions, including timing of the IPO... 
Oh yes, they will be big factors іп the decisions which will 
eventually lead us to decide on the IPO. € 
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When he is feeling troubled, Sanjay 
Kapoor allows himself a half-smile and 
talks of samosas. Not because the piquant 
snack. a health hazard as good as any. is 
comfort food for Bharti Airtel’s head ol 
India and South Asia, but because it is at 
the centre of his favourite allegory. “In 
2001 and 2002, a samosa cost 40 paise 
and a mobile phone call 38 a minute. Now 
a samosa costs 48 and a mobile call 40 
paise a minute. It should never have 
happened." 


During the good times. asking Kapoor 


a question is like flicking on a switch. His 


Battered by ‹ capricious rules, telecom companies, 





answers are comprehensive and spot on, 
just short of sounding rehearsed. But 
these days the half-smile and the samosa 
come up often because of the systematic 
dismantling of the telecommunications 
industry by a government desperate to 
repair its finances, 

India became the world’s most com- 
petitive market for telecom when former 
telecom minister A. Raja issued a bunch 
of licences in 2008 — in the so-called 2G 
taking the total number of mobile 
phone operators to 1 


сат 
}. As an inevitable 


outcome. tariffs crashed. In the last three 


years alone, they have fallen 40 per cent. 
Alongside, the economy went into a slow- 
down, restricting consumers’ willingness 
to pay and necessitating heavy discounts. 
As a result, the profit margins of every 
operator have crashed (see Net Profit 
Margins, page 52). 

The first auction of spectrum, the air- 
waves that carry telephony services, 
proved to be a double-edged sword. In 
2010, when the government called bids 
for spectrum in the 2,100 megahertz 
(MHz) band, which enables the data-inten- 
sive third generation (3G) services, only a 
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SANJAY KAPOOR, CEO, Bharti Airtel 


small amount of it was on offer, creating 
an artificial scarcity. Spectrum-starved 
companies, which had to either have 3G in 
their bouquet of offerings or lose high- 
paving data users, bid the moon. The auc- 
tion magically repaired the government's 
finances by netting 167,000 crore but put 
the companies on a debt track that has 
placed a burden of nearly 32 trillion on 
them (a trillion equals 100,000 crore; see 
Rising Tide of Debt, page 54). 

This should have been a wake-up call. 
It was an encore of the European experi- 
ence, where 3G auctions were held around 


Glimmer 
of Hope 


Share prices have 
risen sharply since 
the 2G auction 
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the turn of the century. The bids 
were exorbitant and debt followed. 
Many of the winners struggled to 
survive and changed hands. 

The regulators, who in European 
countries are industry experts, not 
bureaucrats, learned their lesson and 
changed the system for allocating 
spectrum. In Sweden, for example, 
auctions are held as in India, but the 
bids there are amounts of investment 
the company will make. A commit- 
ment to cover all of the country is 
built into the contract. The single- 
minded intent is growth of telephony. 

India remained sanguine. The 
government, unperturbed, approved 
in November a one-time lee on spec- 
trum already held by operators. 
Operators were given 4.4 MHz to start 
services when the government 
opened the sector to private partici- 
pation in 1994. In later years, they 
got more to ease network congestion. 
For spectrum bevond 4.4 MHz, they 
will have to pay for the remaining 
period of their licence. For everything 
above 6.2 MHz, they will have to pay 
retrospectively from July 2008. 

The move will deal a blow of 
131.000 crore to the industry, which 
believes it is a second payment for the 
same spectrum since the operators 
have been paving for it over the years 
in the lorm of higher revenue shares. 
The government, however, wouldn't 
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industry expects H0% of revenues 


let go of the golden eggs, only now 
the goose is staring at death. 


n November 15 Finance 
Minister P. Chidambaram 
called telecom a “stressed” 
sector. That was the day after the 
auction lor 2G spectrum closed and 
Chidambaram was not the only one 
in the grip of morose thoughts. The 
auction, which attracted bids worth 


19.400 crore — less than a fourth of 


what the government had put down 
in its calculations for this year's 
judget — was not just a wake-up call: 
it was like being hit in the face with a 
wet slipper before daybreak. 

The auction was the result of the 
Supreme Court's February 2 order 
cancelling permits for circles allotted 
in 2008 in a questionable manner. It 
came with a high reserve price rec- 
ommended by the Telecom 
Regulatory Authority of India. 


www 
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which, in the wake of the 2G scandal, 
may have thought it better to err on 
the side of overestimation and avoid 
being accused of causing a loss to the 
exchequer, 

The auction was held over two 
working days either side of Diwali 
and turned out to be the fizzler of the 
lestival season. Only five companies 
submitted bids, of which Bharti bid 
for just one slot — slots of 1.25 MHz 
were on offer — for only one circle. 
Assam. Many see this as a token 
move to make sure that no one saw 
the company as boycotting the 
auction. The bids by Idea. Videocon 
and Telenor were not a true 
indication of market interest either. 
They were bidding to get their 
licences back. Only Vodafone, which 
bid in 14 circles, was looking to 
augment its spectrum bank. 

Naturally, the bids were feeble. 
and in many cases there were none at 
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all. Four of the 22 circles, including 
the biggest markets of Delhi and 
Mumbai, received no bids. Of the 18 
that did, only the bid for Bihar was 
above the reserve price, albeit only 
nine per cent above. The other 17 
were won at the reserve price — not an 
indicator of an auction's success. 

Even the 39,400 crore that this 
auction netted will trickle in over 
time. Winning bidders have the op- 
tion of paying only a third up front 
and the rest in instalments over 10 
years at nine per cent interest. For 
those whose licences had been can- 
celled, no payment may be necessary 
in the first three years since their 
2008 payment will first be offset 
against the new licences. 

The shortfall, 330,600 crore, 
would have pushed the fiscal deficit, 
pegged at 5.1 per cent in this year's 
Budget. to more than 5.4 per cent if 
everything else remained unchanged. 


industry: a change in the 
government's attitude. 

"The earlier model was of low 
upfront fees and an operator paid 
more as it grew. This model ran suc- 
cessfully with great benefit to the 
consumer and the economy. Now we 
have moved to a model of high up- 
front fees for spectrum, without dilut- 
ing the payments to be made as one 
grew," says Himanshu Kapania, who 
runs Idea Cellular, the only telecom 
stock to trade higher than its last 
year's closing price. 

The belief has gained ground that 
spectrum is a treasure trove, which 
can bestow untold riches on the 
operator. The operator, on its part, is 
there to absorb the higher cost and 
insulate the customer from the 
impact of the higher cost. This is 
untenable. 

"If the costs go up. they will have 
to be borne by the consumer and so- 


“90% of the revenue in India comes from voice, 
despite the hype around data. The handset shift to 
36 Will take time" sicve BREKKE, Head, Telenor Asia 


Except that many things have 
changed. 

With slowing growth, low tax 
collections, and disinvestment far 
below target, the finance minister is 
already talking of a 5.3 per cent defi- 
cit, while Vijay Kelkar. who headed 
the 13th Finance Commission, says it 
could go up to 6.1 per cent. 


evenues from telecom can no 
longer be seen as a quick fix 

or India's fiscal deficit," says 
Vodafone's India head Marten Pieters. 
But the government is not done 
yet. It hopes to make up for some of 
the shortfall through the one-time fee 
on spectrum. And here we need to 
pause and look at the monster that 
has quietly crept up on the 


ciety,” says Kapania. 

And the economy, too. The gov- 
ernment's change of model comes at 
a terrible cost. In the developed mar- 
kets of Japan, South Korea, and 
Germany, telecom contributes up to 
4.5 per cent to the GDP. 

India, on the other hand, is a 
paradox. The second largest market 


after China gets only 2.2 per cent of 


its GDP from telecom. a figure which 
is on the wane. 

And yet, the auctions have not 
been without their silver lining. As 
bids whimpered, pleasurable echoes 
were heard far and wide. All telecom 
stocks except Idea Cellular had been 
‘underperforming’ this year, that is, 
trading below their price of December 
31 last year. They have begun to 
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close the gap. 
On the Bombay Stock Exchange, 
Bharti Airtel had gained 20.3 per cent 


) 


by November 30, the day this article 
was finalised, compared to its price on 
the first day of the auction. Reliance 
Communications has shown similar 
gain. Idea, already the best performing. 
had gained 5.5 per cent. 

The secret to this is far out. A bevy 
of research reports from investment 
banks say things look better because 
they cannot get worse, that the failed 
auctions have spared the companies 
crippling cash outflow, and that the 
lear that Reliance Industries will bid for 
the spectrum — presenting a new, for- 
midable challenge to the incumbents 

did not materialise after all. 


Rising Tide of Debt 


of India's telecom companies is increasing 


The total debt 
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|f costs go 
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have to be 

borne by the 


consumer and 


society" 


HIMANSHU KAPANIA, 
Managing Director, 


idea Cellular 


On the Monday alter the auction, 
Credit Suisse came out with a report 
titled The Turning Point. It talked of a 
better future for telecom now that the 
auction was over and tariffs, among 
the lowest in the world, might go up. 
Bank of America Merrill Lynch, on the 
day after the auction ended, upgraded 
Bharti and Idea "on positive outcome 
of the 2G auction”, Its verdict on policy 
decisions was telling. They "could be 
favourable hereon (unlikely to get 
worse at least) leading to potentially 
lower cash outflow from operators". 

Telecom Secretarv R. Chandra- 
shekhar seeks to reinforce this conclu- 
sion. “Eighty to ninety per cent of the 
policy stabilisation process is over,” he 


says. “The telecom industry has seen 





2009/10 





some very good days and then there 
were some bad times. But the best days 


are ahead.” 


ome of the operators, too, are 
“We can 


get back to the golden era ol 


daring to dream again. 


post-2006 provided we correct the 
structural defects.” says Airtel's 
Kapoor. 

Sigve Brekke, who heads Telenor's 
India operations, goes a step bevond to 
say the company, which reclaimed six 
of its nine circles in the auction, will 
turn cash positive in 201 3, that is, its 
revenues will exceed the operating 
cost. On November 29, Brekke's boss, 
global CEO Jon Fredrik Baksaas. 
announced that one of the company's 


— 
2010/11 


circles, Uttar Pradesh 
East, had broken even 
in just three years. 
According to him this 
was the quickest break 


‘The cur- 


agrees: 
The government 575... 1... 
raised are not going to 


support future 


vas the quickes ak- growth and they 
even for a circle in v y have already hit the 


India. Next year, he 
hopes to make similar 
announcements for the 
other five. 

However, that will 
take a lot more than 
just reclaiming circles and resuming 
Services. 


2009, when Tata DoCoMo 
started a price war with its new 
one-paisa-per-second scheme, 

Deepak Gulati, its head of GSM busi- 
ness thought it was the most innova- 
tive pricing the Indian telecom indus- 
try would see. That it may have been, 
but it was not the best for the indus- 
try's health. In fact, it was the begin- 
ning of the worst. 

Soon every operator, 13 at that 
point, took to ultra-low tariffs. Not 
that they had an alternative, this be- 
ing the most competitive market in 
the world. Free minutes and discount 


coupons rule. Ten to 11 per cent of 


customers switch operators every 
month. That is 80 million a year and 
more. 

“It is like the industry is standing 
on quicksand. ГЇЇ be surprised if 
there are investors and 
shareholders who are ff 
not asking difficult 2, 
questions to the CEOs 
about how they are go- 
ing to be sustainable,” 
says Kapoor. 

Vodafone's Pieters 


2011/12 


from the 26 
auction 








industry. We expect 
a situation where 
tariffs will go up.” 

It is a principle 
Telenor agrees with 
— "We are nearer 
the bottom of the pricing curve than 
ever before," says Baksaas — but the 
reality may be a little different. 

Tata DoCoMo may have started 
the tariffs' march to the rock bottom, 
but it was Uninor, Telenor's India 
brand, that pushed it along with its 
discounts to lure and keep customers. 
Its schemes, like two-paise-a-minute 
and five-rupees-a-day, ensured that 
it not only held on to its subscribers 
but also added new ones even after its 
licences had been cancelled. 

"We always take the position 
where we are the cheapest. That is 
our value proposition," says Brekke. 
Ever the challenger, with no 3G spec- 
trum to offer high-end data services, 
and now limited to just six circles, 
Uninor will be hard pressed to appeal 
to customers without talking tariff. 

Things may however begin to 
change with consolidation. Not 
strictly the M&A kind, which anyway 

becomes more difficult with the 
government saying the acquirer 
must pay separately for the 
spectrum. 
Consolidation always 
begins in the minds of con- 
sumers. Despite 1 3 players, 


dev the top four or five ac- 
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nas revolutionised 
learning 


Determined to captivate his students 
Sanskrit teacher Narendra Singh 
attended Microsoft's teacher training 
program апа adopted technology 

to enhance learning of this ancient 


language 


Project Shiksha: More than 
723,000 teachers trained, over 


36 million students impacted 
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Telenor 


“A lO. 


Number of Circles 


. The 


counted for most of the market 
second is physical consolidation. Even 


belore these auctions consolidation 
happened because of economic viabil- 
itv," says Kapoor. 

Etisalat of the UAE and Bahrain 
Telecommunications, which had 42.7 
per cent in 5 Tel, have already left. 
Some players shut down circles. 
Finally, during the auction, people for 
whom it was not making sense trun- 
cated their operations. 

Sunil Mittal, 
Bharti's Group Chairman, has often 
said that in the end there will be no 
more than half a dozen plavers stand- 
ing. It may not happen soon on a 
pan-India basis, but it is already hap- 
pening in each circle. 


Kapoor's boss and 


ith reduced competition, 

and more control over 

tariffs as a result of it, data 
usage will be more likely to take off as 
operators will be able to charge for it 
without worrying too much about 
losing users. That will change the 
fortunes of the industry, since data 
users pay more and will boost return 
on investments. What's more, they 
stretch the peak usage hours. It is not 
uncommon for smartphone users, the 
main drivers of data usage. to be 
fiddling with their phones while their 
spouses snore, 


“Data is witnessing strong growth 
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across the industry. We have over 32 
million data Also the 
contribution of data revenue has gone 
up consistently. We have more than 
2.1 million active 
india,” says Pieters. 

Airtel has put all its might into 
driving data usage. It recently opened 
a Network Experience Centre in 
Manesar, near Gurgaon, which has a 
>, 600-square-foot screen, the world's 
largest of its kind, showing minute 
details of what Airtel's users are up to. 
and the troubles they might be facing. 

If a customer needs help with an 


users. 


3G customers in 
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Apple device or a Samsung Galaxy, 
Airtel is there to help, И monitors per- 
formance across devices. It watches 
the URLs customers go to and suggests 
those she might like to go to. It makes 
sure there are programmes at every 
stage to be accessed. “The moment we 
see a smart device latching on we 
make sure all the settings are in place 
lor the customer to use efficiently. We 
make sure the customer has the best 
possible experience. Data is all about 
customer experience,” says Kapoor. 
Brekke — you guessed it — disagrees. 
“Ninety per cent of the revenue in 


“80 to 90 per 

cent of the policy 
Stabilisation process 
is over. The best 
days are ahead 


R. CHANDRASHEKHAR, 
Telecom Secretary 


Bharti 
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India comes from voice, despite the 
hype around data. The handset shift 
to 3G will take time," he says. 
Kapania brings in the broad per- 
spective. It was easy, he says, to grow 
voice in India. Indians alwavs liked to 
talk; the phone gave them the op- 


portunity to talk while being out of 


earshot. Data is trickier. It is a new 
need that customers need to feel. 


Besides. data needs an eco system of 


content, device, and service provider 
and has to be promoted by operators 
who do not provide the content. 

But the trends are encouraging. 
All of Japan's mobile phone users are 
on 3G. Half of those in the US are 
data consumers. India will get there. 
Already one can see data's reach. 
Bal Thackeray's death brought 
Mumbai to a halt, but a stray 
comment in Palghar stirred the pot. 
That comment was made by 
someone using data. 

Utpal Agarwal, a lawyer who 
was looking to change jobs in 2009, 
almost missed an interview when he 
did not check emails for two days. 
Never again, he swore, and acquired 
a BlackBerry. Now with law firm 
AZB & Partners, he clears 90 per cent 
of his email on the phone. 

The question is: will the govern- 
ment play ball? The portents are not 
great. And that could mean another 
round of disputes. 
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The one-time fee has already 
elicited a joint protest letter from 
Airtel, Idea and Vodafone to the 
Prime Minister. Signed by Kapoor, 
Kapania and Pieters, it says: "... there 
is no justification or legal basis for 
any unilateral imposition of any 
additional charges in the form of a 
one-time fee for spectrum held by 
operators which has been 


legitimately paid for in the form of 


higher revenue-share." 

Next up is re-farming. The gov- 
ernment plans to take efficient spec- 
trum — in the 900 MHz band - from 
old operators. and redistribute it to 
level the field for newer operators. 
This spectrum requires less invest- 


ment in infrastructure than that of 


the 1,800 MHz band and above. 

The industry fears that 325,000 
crore worth of investment will be in 
jeopardy and fresh investments 
worth 31 trillion required if the eff- 
cient spectrum is taken away and its 
holders fail to repurchase it. 

The point is that if the incum- 
bents are allowed to repurchase the 
900 MHz-band spectrum, the intent 
cannot be only to level the field. The 
money, as ever, is playing its role in 
deciding telecom regulation. 
Someone in Airtel's Gurgaon head- 
quarters, the building that glows in 
strips of red after sunset, will be talk- 
ing some more about samosas, 
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CHANGE THERAPY 


Apollo Hospitals is focusing on no-frills hospitals in Tier Il and Ill cities and on specialised 
clinics in the face of new market realities. By E. KUMAR SHARMA 
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A 7 very day, whenever he is in Chennai, Dr Prathap С. 








Reddy, founder and Chairman of Apollo Hospitals 
Enterprise, visits his group's flagship hospital on 
Greams Road. Reddy. 79. has been following this 
routine ever since the hospital was set up three dec- 


The Sonal Apollo 
aims to invest in the 
next three years to 
add 3,000 beds 





ades ago. He inspects the premises, meets the staff and sees pa- 





tients. He often talks to patients’ relatives as well to find out what 
they think of the facilities the hospital provides. “Feedback is 
important if we have to continuously improve,” says Reddy. 
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Healthy Competition 


How Apollo stacks up against other hospital chains 


NRTA ELEN алса — 
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НОСЕНО НУНА ОНЕЗИ 


This constant desire to 
improve may well be the se- 
cret of his success. Reddy has 
transformed not just his com- 
pany, but also, in the process, 
India's health-care sector. He 
opened the country's first 
corporate hospital, in 
Chennai on September 18, 
1983, at a time when hospi- 
tals were mostly run by state- 
backed institutions or chari- 
table organisations. Over the 
next two decades, Apollo be- 
came India's largest operator 
of hospitals. Many others 
have since followed suit, cre- 
ating a new business model and providing the wider 
public with a health-care alternative which never existed 
earlier. Apollo today owns 36 hospitals in India with 
5.800 beds, and manages another 13, including one in 
Bangladesh, with 2,038 beds. 

In recent years, however, Apollo has been overtaken 
by the younger Fortis Healthcare. Fortis, controlled by the 
billionaire brothers Malvinder and Shivinder Singh, 
opened its first hospital in 2001 and expanded rapidly 
through acquisitions. It now operates 75 hospitals with 
12,000 beds in India and several other countries. India 
accounts for 68 hospitals and 10,000 beds. 

Apollo has also been feeling the heat from regional 
rivals such as Max Healthcare in north India, Manipal 
Hospitals in the south, Vaatsalya Healthcare in the tier П 
and Ш towns of southern India, and specialised chains like 
the Bangalore-based HealthCare Global Enterprises. 
Vaatsalya, for instance, runs 17 hospitals in Tier П and 
Tier Ш towns in Andhra Pradesh and Karnataka. Its co- 
founder and CEO Ashwin Naik says the company aims to 
increase the number of hospitals to 50 in four states. 

HealthCare operates 25 cancer treatment hospitals. 
mostly in smaller cities. It was set up in 2005 and has 425 
oncologists in its network. "The focus is on personalised 
medicine with in-depth analysis so that there is proper 
cancer treatment instead of a hit-and-miss approach," 
says founder and Chairman B.S. Ajaikumar. 

The health-care sector is also changing. Lifestyle dis- 
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eases such as diabetes are on 
the rise, and иф growing 
spread of health insurance 
has made costly health-care 
facilities affordable for many 
more than before. The A pollo 
management is conscious of 
the changing market dynam- 
ics. So how is it gearing up for 
the change? 

^We led the change in 
Indian health-care. И 
are others now and they are 
growing. let them." Reddy 
told Business Today in his ol 
fice at the Apollo hospital 
Hyderabad's tonv Md 
Hills Road. "Apollo alone cannot address ali the health- 
care needs of the country." However, conversations with 
Reddy and Suneeta Reddy, one of his four daughters and 
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initiatives i in recent years. 

One of them is ‘Transformation 360', another Rocket 
14". The first aims to bring about a 360-degree change in 
Apollo’s approach to efficiency, growth, branding and 
innovation. The second, begun last year, focuses on clini- 
cal service excellence goals for 2014. There is also 
‘CONECT’, an acronym for cardiclogy, orthopedics. neuro- 
sciences, emergency, cancer and transplants, gn ich fo- 
cuses on setting up centres of excellence in each of t — 

While Apollo initially focused solely on expensive 
medical care at its high-end hospitals, it is now opening 
neighbourhood clinics as well where it does not conduct 
surgeries but only offers consultations and diagnostic 
services. It is also setting up specialised clinics for de ental 
care, diabetes (branded as "sugar" clinics}, and diaivsis. 
"The focus is more on day-care formats where patients go 
back home the same day the surgerv is conducted," says 
Krishnan Akhileswaran, Apollo's Chief Financial Officer. 

No doubt, high-end care will remain Apollo s bread 
and butter. But while such hospitals currently account 
for 95 per cent of the company's revenue from health- 
care services ~ which excludes the pharmacy business ~ 
their share will fall to 75 per cent in the next five years, 
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Tweaking the Strategy 
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with revenue from specialised clinics making up the rest. 
The company's consolidated revenue for April-to- 
September 2012/13 was 11,84 3.3 crore, up 22 per cent 
from a year earlier. The company expects this pace of 
expansion to continue. 

Apollo has performed on the stock markets as well. 
On November 27. its shares hit a record high of 3902.85, 
alter rising 60 per cent in 201 2. The 
benchmark Sensex rose 19 per 
cent during the period. An 
analyst, who does not 
wish to be named, says 






Fortis, 
controlled by 
brothers Shivinder 
and Malvinder Singh, 
opened its first hospital 
in 2001 but has grown 
bigger than Apollo 
primarily through 
acquisitions 








the strong market re- 





sponse is due to robust 
earnings growth, 
largely from the hospi- 
tals business, for the 
past several quarters. On 
November 29, however, 
the stock fell after foreign in- 
stitutional investor CLSA sold 
almost all its 6.15 per cent 
stake in the company for 
about 1706 crore, more than 
three times the 1214 crore it 
paid to buy the stake five 









vears ago. 

Apollo aims to invest 
about 12,000 crore to add 
3.000 beds in the next three 
vears. This includes entering 
the Mumbai market where it 
wants to set up three hospitals 
with a total capacity of 900 
beds for 13710 crore. It also 
aims to add about 700 beds in 
Chennai for 3510 crore, and 
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305 in Bangalore at a cost of 140 crore. 

Further. it will invest 3642 crore to build a network 
of no-frills hospitals and 1,250 beds under the "Reach" 
brand in tier II towns such as Trichy, Nellore, Nashik and 
Patna. The company has 11 "Reach" hospitals, and in- 
tends to increase the number to 20 by 2015. The share 
of these hospitals in the company’s health-care revenue 
will rise from 1 1 per cent to 20 per cent by 2015. 

jesides, Apollo will invest 7300 to 1500 crore over 
the next three to five years in growing the retail health- 
care formats. The goal is to increase the number of 
neighbourhood clinics and diabetes centres from the 
current 100 to 250, and dental clinics from 20 to 100. 
Pharmacies will also rise to 2,000 in three vears from 
1,400 currrently. 

Apollo is also leveraging new technologies to drive 
growth. "We introduced ro- 
botic surgery last year.” says 
Suneeta Reddy, referring to 
surgical procedures con- 
ducted using robots. The 
company conducts such 
surgeries at four major 
hospitals. Such surgeries 
are more precise and less 
invasive, and so help im- 
prove average revenue per 
bed by reducing the time 
patients need to stay in hos- 
pital after the surgery. 
“Faster delivery of care 
means more throughput of 
patients,” she adds. And, a 
healthier topline. ® 


Send your comments to 
editor.bt@intoday.com 
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ine man behind the world’s largest selling 
whisky brand, Officer's Choi 


By SUMAN LAYAK 


ishore Chhabria prefers to shun the limelight. “My brother would feel 
uneasy if he was not talked about in the press. I feel uneasy if I am,” he 
says. He is referring to the flamboyant Manu Chhabria, whose career 
saw dramatic crests and troughs before he passed away in 2002, and 
with whom Kishore himself had a stormy, mercurial relationship. 

But the limelight will not shun Kishore. He has often been in the news for the 
past two decades, either for his corporate battles with his elder brother or with 
the Vijay Mallya-led UB Group, or his tangles with the Enforcement Directorate 
and the Securities and Exchange Board of India. But this time it is different. 
Chhabria is being talked about because his whisky brand, Officer's Choice, has 
emerged the largest selling whisky in the world in 2011, ahead of even global 
spirits’ giant Diageo's Johnnie Walker or local heavyweight UB Spirits’s 
McDowell's and Bagpiper. (See High on Whisky.) 

Ask him why Officer's Choice succeeded and he mentions luck anc destiny 
before coming to hard work. “Why did Kolaveri succeed? Or Gangnam Style?” he 
says. referring to the two recent YouTube sensations. 

But his personal effort and — equally important — tenacity played their part too. 
“Everyone tried to kill the brand through neglect and yet it survived,” he says. 
Officer's Choice was born in 1988 when Chhabria, then managing director of Shaw 
Wallace Co. (SWC) noticed that all the attention in the company was being given 
to the frontline brands. To boost the neglected ones, he decided to set up a separate 
division for them based in Delhi, though SWC was headquartered in Kolkata. To 
provide a complete portfolio of spirits to this new division, he created a new whisky. 

Chhabria wanted to combine affordability with class. “The idea was to provide 
a feel of high status to a product that was priced low,” says Arun Nanda, CEO and 
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LIQUOR Kishore Chhabria 


“We need to invest to 
produce at least 20 per 
cent of our spirit 
requirement ourselves” 


DEEPAK ROY, CEO, ABD 


Managing Director of advertising agency Rediffusion 
DY&R. which coined the name and designed the packag- 
ing. "Therefore the name Officer's Choice, and the naval 
officer stripes on the packaging. You could serve it to your 
friends and they would not feel vou were serving a cheap 
whisky." Even today, a bottle costs between 3250 to 400, 
depending on state level taxes. 

But early success is no guarantee of smooth sailing. 
Chhabria became MD of SWC thanks to Manu Chhabria 
who, on an acquisition spree in India in the 1980s had 
taken over SWC, but thereafter returned to Dubai where 
most of his other businesses had their headquarters, leav- 
ing Kishore in charge. Differences, however, soon devel- 
oped between them. The Chhabria brothers had never 
really grown up together, since Kishore was brought up 
by his voungest uncle M.D. Chhabria and his wife, who 
were childless and who virtually — though never legally 
- adopted him, while Manu lived with the parents. "We 
were more like friends." savs Kishore. "We joined hands 
in 1975 for two years and then again in 1983." 
Ultimately Kishore pulled out of SWC. forming his own 
company BDA Ltd, taking Officer's Choice with him. 

Kishore then joined hands with SWC's biggest rival, 
Mallva, making BDA a subsidiary of Mallya's Herbertsons 
Ltd, in return for a 26 per cent stake and Kishore becom- 
ing vice chairman. But that tie-up too floundered, with 












each accusing the other of trving to take over the com- 
pany by raising their stakes, and Kishore finally walked 
out taking BDA and Officer's Choice with him. selling off 
his share in Herbertsons to Mallya. But much acrimony 
remained, and after Mallya acquired SWC in 2005 from 
Manu Chhabria's family, he revived an old legal battle 
over control of BDA and Officer's Choice. The dust finally 
settled only in October this year, with Chhabria paving 
Mallya 38 crore. 


uch before this BDA had been transformed into 

anew company, Allied Blenders & Distillers Pvt 

Ltd (ABD). Why the change? “BDA was named 
after a man called Bishambhar Das Agarwal who had set 
up the corporate entity. It meant nothing,” says 
Chhabria. “So after Herbertsons, we went to audit firm 
Pricewaterhouse-Coopers and restructured our business. 
We took on a new name though the acronym has the 
same letters.” 

One man played a key role in Officer's Choice's rise 
after Chhabria broke away from both Manu and Vijay 
Mallya. This was industry veteran Deepak Коу, who had 
built a formidable reputation during earlier stints at both 
the UB Group and Diageo, and whom Chhabria brought 
into his fold in 2007. Roy was then running his own joint 
venture Vallee de Vin, and was initially reluctant to shift. 
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“With Officer’s Choice, 
the idea was to provide 
a feel of high status to 
a product that was 
priced low" 


ARUN NANDA, CEO, Rediffusion 





But after Chhabria offered him a five per cent stake in ABD come from the company’s own profits. For what is now th 


as sweat equity, he agreed. third largest liquor company in India — after the UB Group 
“Officer's Choice is a low profit margin product," says United Spirits Ltd and Pernod Ricard — ABD's profits аз 
Roy. "Our margin is around 11 70 a case." To bolster it, and modest. In 2010/11 profit after tax was 114.59 crore, uy 
improve ABD's overall margins, Roy created a range of from 15.81 crore the previous year, according to data fron 
premium liquor brands. These included the whisky OC the ACE database. Revenues were 1510.42 crore and 


Blue, the rum Jolly Roger, the brandy Kyron, and the 1231.65 crore respectively. 
vodka Wodka Gorbatschow - the last named produced 


under licence from German liquor major Henkell. “OC Blue hhabria has been investing substantially in the last 
gets us 1300 a case and Jolly Rogers 7225 a case," Roy four to five years. "Around 1300 core has been 
adds. He also changed the packaging of Officer's Choice to pumped into the company." he says. “Гуе put ii 
make it more attractive. Since he joined, sales — across all around 3170 crore myself." But clearly more is neede: 
brands — have jumped from 6.9 million liquor cases in He has been meeting private equity funds to raise around 
2007/08 to 17.56 million cases in 2011/12. 1500 crore. "I would have gone in for an initial publi 
Roy has many more plans to consolidate ABD's posi- offering now had market conditions been better,” he 
tion. He wants to launch at least two more brands, in- At 58, Chhabria maintains he has not give: 
cluding one 'super premium' whisky, as well as thought to who his successor will be. "The company has 
strengthen ABD's back-end operations. "Most liquor done well because it is professionally managed and К 
companies in India own 70 per cent of their bottling ca- and his team have complete control," he says. “I d 
pacity,” he says. “But ABD owns only three of the 36 plan too much for the future." Is his son-in-law 
р bottling units working for us.” Не also wants to set up an Hemdev, likely to be chosen? “He is training u 
ethanol manufacturing unit. "Usually liquor manufactur- Deepak Roy," says Chhabria. 
ers produce 30 to 50 per cent of their spirit requirement The immediate challenges will be faced with Chhabria 
themselves, while we have to buy all of it," he adds. "We himself at the helm. He is already preparing fi 
need to invest to have at least 20 per cent." work. He has turned teetotaler, put himself on a diet 
All this will need large scale funding, which cannot begun visiting the gym. € 
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LIQUOR’ Kishore Chhabria 








Who has had the maximum influence 
on you? 

In business it has been my brother. | was with him 
off and on — in 1975-77 and then again from 
1983 to 1992. Though he was nine years older, 
we were more like friends. He was a very me- 
thodical man. He would write down everything, 
and that is something I imbibed. In life it has been 
my uncle M.D. Chhabria, who had actually 
adopted me (not legally) when I was very young as 
he was childless. 


How do you view the Indian liquor 
industry? 

There is too much regulation. Each state is like a 
different country and there are lots of regional 
players. It is too fragmented. 


Are you looking for overseas markets 
for your brands? 

We have a strong presence in Dubai and in many 
African countries. Now we are trying to open up 
the US market. There are a lot of entry barriers but 
we hope to take both brands Officer's Choice and 
Officer's Choice Blue there. ' 


What are the factors that enabled 
Officer s Choice to emerge the highest 
selling whisky in the world by volume? 
A lot of luck. But a lot of effort has also gone into it. 
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“I believe a lot in luck 
and destiny and 


Officer's Choice has 


een very lucky" 


The low-profile Kishore Chhabria rarely 
gives full length interviews. But he made an 


exception for Suman Layak 


I believe a lot in luck and destiny and this brand 
has been very lucky. There are three more reasons 
why this company has worked well. It is profes- 
sionally managed. The management team led by 
Deepak Roy has full freedom and a lot of money 
has been invested over the last four to five years. 


You are looking to raise money. How do 
you intend to do it? je" a 

I would do an IPO today if the market was right. 
This company s profile will change in the next one 
to two years. We have launched a lot of new 
brands. We are looking for quality investors. We 
do not want a strategic investor, who will come in 
like a Trojan horse. Rather we would look at pri- 
vate equity. We have been talking to a lot of people 
over the last six to eight months. 


How do you spend your time now that 
you have professionals managing 
everything at your company? 

This is the first time I am totally detached fróm 
operations. It gives me a lot of time to think, relax, 
hibernate. I like to travel as a tourist — I want 
to go to quiet places where there is not much 
traffic. Back of beyond places. We went to the 
United States, Montana and there are stretches 
on the highway where there is no one for hun- 
dreds of miles. We stayed on a ranch, it was quite 
an experience. Ф 
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| Indian companies announced а 
.. Series of big-ticket overseas acquisitions this 


year. They may have bitten off more than 
they can chew. By MANU KAUSHIK 





n November 23, Tata Steel 

announced it would cut 900 

jobs in the United Kingdom 

and shut 12 sites as part of a 

restructuring exercise aimed 

at sustaining its European 
operations. The news did not come as a 
surprise. India’s largest steelmaker has 
been struggling in Europe due to tepid 
demand and a weak economy ever since 
it acquired the Anglo-Dutch steel com- 
pany Corus in a $12.9 billion deal in early 
2007. In fact, losses at Tata Steel's 
European operations have often been olT- 
set by the profits made in India. 

The Corus deal is not the only instance 
where an overseas acquisition did not 
turn out as beneficial for the Indian ac- 
quirer as was envisaged initially. Other 
such examples are Shree Renuka Sugars's 
takeover of mills in Brazil, Suzlon Energy's 
acquisition of German wind-turbine 
maker REpower, and the purchase of 
Imperial Energy by state-run Oil & 
Natural Gas Corporation. 

Yet Indian companies remain hungry 
for foreign assets. They have announced 
77 foreign acquisitions so far this year, 
according to Grant Thornton India, The 
biggest is Gulf Oil Corporation's $1.05 

; billion takeover of the US-based Houghton 
International. This is followed by Rain 
Commodities's €702 million ($915 mil- 
lion) buyout of Belgian chemicals maker 
Rutgers NV and Piramal Enterprises's 
purchase of Decision Resources Group 
(DRG) of the US for $635 million. 

Besides, Tata Group's Indian Hotels in 
October made a $1.86 billion offer for the 
US-listed hospitality chain Orient-Express 
Hotels and ONGC Videsh in late November 





^We expect DRG to grow at a 
compound annual rate of 15 per 
cent over the next five years" 





AJAY PIRAMAL, Chairman, Piramal Group 
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Ock Movemen, 


agreed to buy an 8.4 pêr cent stake in 
a Kazakh oil field for $5 billion. 

But, here's the rub: most of 
these deals could turn out to be 
duds, say analysts. 








High Valuations 

The acquisitions did not come 
cheap. Rain, a Hyderabad- 
based maker of calcined pe- 
troleum coke (CPC), paid 
more than seven times 
Rutgers's operating profit. 
Rutgers posted revenue of 
€831 million in calendar year 
2011 with an operating margin of about 
12 per cent. "The valuation (of Rutgers) 
is around 30 per cent higher than the 
value of its closest competitor, Koppers 
Holdings (of the US)," says Rohit 
Agarwal, analyst at SPA Securities. 

Rain, however, defends the deal 
price. "Each person has his own per- 
ception of a particular business," says 
T. Srinivasa Rao, Chief Financial 
Officer (CFO) at Rain. 

Gulf Oil, a Hinduja group com- 
pany which makes lubricants, paid 
nearly eight times Houghton's op- 
erating profit of $132 million in 
the year ended September 201 2. 
Houghton produces metalwork- 
ing fluids used in automotive, 
metals and aerospace sectors. 
"Because of high crude prices, 
there's not much M&A (mergers and 
acquisitions) activity happening in the 
oil and gas sector. It's likely that some 
companies get expensive valuation,” 
says Abhijit Bora, analyst at IFCI 
Financial Services. 
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Piramal Enterprises has not disclosed 
the operating margin for DRG. The re- 
search and advisory firm sells proprietary 
information to help customers make busi- 
ness decisions in the health-care sector. 
The drug maker has hinted that indus- 
try margins were in a range of 15 to 30 
per cent. It projects DRG's revenue at 
$160 million for 2012. This means 
Piramal paid 12 to 18 times DRG's 
operating profit. "That's a reason- 
ably high valuation. The payback 
period will be much longer in this 
case," says Manoj Garg, Vice 
President at Edelweiss Capital. 
Piramal Chairman Ajav 
Piramal says, however, that 
companies in the information 
management business are 
highly valued due to their subscrip- 
tion-based revenue model, low price sen- 
sitivity and low competition. "We expect 
DRG to grow at a compound annual rate 
of 15 per cent over the next five years. 
For Piramal, the deal price may 





RATAN TATA, 


Chairman, Indian Hotels 


not be an immediate concern 





as it is cash-rich alter it sold 
its generics business to 
Abbott Laboratories for 
$3.7 billion in 2010. But 
Rain and Gulf Oil are de- 
pending on borrowings to 
finance the deals. 





£ 


Gulf Oil has not disclosed 





the amount it plans to bor- 
row. Its revenue was about 
$195 million in 2011/12. Its 
cash and cash equivalents 
stand at $38.9 million, less than 


indiatodayimag 


four per cent of the price for Houghton, 
and total debt at $62.7 million as of 
March 31, 2012. Rain will issue long- 
term bonds worth €5 33 million ($692 


ww \\ 


million). The company had a cash balance 
of $196 million and gross debt of $602 
million as of September 30, 2012. 
Analysts are also sceptical about 
Indian Hotels's plan. Though Orient re- 


www.businesstoday.in/overseas-buys — 


jected the offer in November saying it was 
too low, the Ratan Tata-led hospitality 
company is unlikely to give up easily. 
Rashesh Shah of ICICI Securities said in a 
note that the deal, if it goes through, 
would put a strain on the profitability of 
Indian Hotels. “The deal will create value 
for shareholders (but) not before 10 
years," he told Business Today. Email que- 
ries to Indian Hotels remained unan- 
swered till the time of going to press, 


Growth concerns 
Gulf Oil is betting on a company that is in 
the middle of a slowdown. Roughly 70 per 
cent of Houghton's revenue comes from 
Europe and North America. According to 
global consultancy Kline & Co, the metal- 
working fluids market in North America 
and Europe shrank between 2007 and 
2010. The two markets are likely to grow 
at a dismal two per cent and one per cent, 
respectively, till 2015. The Asia market is 
expected to grow around five per cent. 
Gulf Oil expects Houghton to grow five 
per cent annually over the next few years. 
“While North America and Europe are 
important markets for us, Houghton will 









focus more on Asia,” says Ravi Chawla, 
CEO (Lubricants Division), Gulf Oil. 
The other challenge is that more 
than half the global industrial lubri- 
cants market is controlled by 
smaller brands. Large plavers like 
Houghton (12 per cent market 
share), Quaker Chemical (10 
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per cent) and Henkel (seven per cent) serve 
the rest. Houghton will either have to cut 
prices or buy rivals to raise market share, 
says IFCI's Bora. "While a price cut would 
allect profitability, any acquisition would put 
a strain on the balance sheet," he adds. 
Rain faces similar problems. Coal tar 
pitch and CPC are key ingredients in 
making aluminium. Demand for 
both products depends on the 
aluminium sector. According to 
Resource Energy and 
Economics, global aluminium 
consumption between 2008 and 
2011 grew at a compound an- 
nual rate of 4.6 per cent. This has 
affected Rutgers, whose revenue 
rose only about six per cent annu- 
ally over the past four years. 

"Rain Commodities has taken a 
gamble. It's a new area for them,” 
says Sanjay Jain, analyst at Motilal 
Oswal Securities. 
gives some confidence, but compa- 
nies are not always right in such deci- 
he adds. Jain is referring to 


“The past record 





sions, 


Rain's 2007 acquisition of the 
US-based СП Carbon for $595 mil- 
lion, Rain finance chief Rao reiterates 
the company has a proven track record 
of making its acquisitions successful. 
"Since the CII Carbon takeover in July 
2007, we have been able to maintain 

its financial health." 
Another analyst, not wishing to 
be named. says Piramal's acquisi- 
tion track record is not inspiring. 
"In 2008, when it acquired the 
US-based Minrad, the company 
gave impressive growth targets 
for it. After two or three quarters, 
it toned down the projections. 
Similarly, its acquisition ofthe Morpeth unit 
from Pfizer in 2006 has not vielded good 





NISHIKANT GAMRI 


the Australia-based Bureau of 


results. The facility runs at about 50 per cent 
cf installed capacity as it is unable to get 
contracts," says the analyst. 


Local problems 

The acquisitions come at a time when the 
acquirers are facing poor growth visibility in 
their India businesses. Rain, which gets 
nearly 90 per cent of its revenue from CPC, 
will find it difficult to expand locally. CPC is 
cerived from green petroleum coke (GPC), a 
byproduct of the light, sweet crude oil refin- 
ing process. GPC production is constrained as 
refineries, particularly new ones, process the 
cheaper heavy, sour crude to maximise re- 
fining margins. CFO Rao admits that raw 
material supply is a major constraint. Motilal 
Oswal expects Rain's pre-acquisition reve- 
nue to fall 4.8 per cent and 5.4 per cent in 
2012 and 201 3, respectively. Its revenue for 
2011 was %5620.10 crore. 

Gulf Oil is one of 15 small players in 
India's lubricants market, where state-run 
companies Indian Oil, Hindustan 
Petroleum and Bharat Petroleum, and BP 
Pic's Castrol unit control almost 80 per 
cent. Gulf Oil's revenue has grown less than 


9 While North America and Europe 
are important markets for us, 


Houghton will focus more on Asia" 
RAVI CHAWLA, CEO (Lubricants Division), Gulf Oil Corporation 









one per cent between financial vears 
2009/10 and 2011/12. High crude prices 
and a weak rupee have inflated input costs. 
The lubricants market is growing at two to 
three per cent, says Chawla. 

Indian Hotels's revenue growth has been 
patchy in recent years. Its margins have 
shrank from 30 per cent four vears ago to 
about 12 per cent now due to low occupancy 
rates and high operating costs. "Hospitality 
sector is linked to economic growth. If the 
economy is not doing well, so does the indus- 
try," says Shah of ICICI Securities. 

Indeed these companies’ overseas acqui- 
sition spree in the current conditions 
remains a mystery wrapped in a riddle. 
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Uta ti u L&T Finance Holdings 


L&T Finance Holdings dons a new look 


with a string of acquisitions. 
By G. SEETHARAMAN 
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irca 2005, Y.M. Deosthalee 
and N. Sivaraman. veterans at 
the construction and engineer- 
ing behemoth Larsen & Toubro 





(L&T), had to be at their persua- 
sive best. L&T, after demerging 
its cement business the previous vear, was 
evaluating which businesses to exit. 
Deosthalee and Sivaraman, in a series of 
meetings with L&T's senior management 
and its board, argued that financial services 
should not be one of them. “The company 
management and board were engrossed in 
the (UltraTech Cement) takeover battle with 
the Aditya Birla group and very little atten- 
tion was paid to financial services.” says 
Deosthalee. who was L&T's Chief Financial 


“L&T is known for 
trust, ethics and 
integrity, which are 


crucial for financial 
services” 


Y.M. Deosthalee 


Chairman and Managing Director, 
L&T Finance Holdings 


Do you also know 
Coffee Effect on Parkinson's? 


Epidemiological studies suggest that coffee Consumption is 
Inversely related to the relative Risk of developing Parkinson’s 


Those who drink more than four cups 
of coffee a day are five times less likely 
to develop Parkinson's disorder than 
those who drink no coffee. 








Officer till September 201 1. 

L&T Finance, a non-banking fi- 
nance company (NBFC), was formed 
in 1994 to give loans to small and 
medium enterprises and later to 
construction equipment buyers. But 
even after a decade it did not have 
much to show for itself. Ostensibly, it 
seemed ripe for getting out of. Its 
website mentions no milestone be- 
tween 1994 and 2004, when it 
started tractor financing. In 2005, it 
had a loan book of just 13850 crore. 
This was partly due to the stringent 
regulations imposed by the Reserve 
jank of India on NBFCs in the late 
1990s following a sudden increase 
in the number of such companies. 


o how did Deosthalee 
and Sivaraman win the 
board over? They pre- 
sented it with a road- 
map for the financial 
services business. This included 
plans to enter new segments such as mutual funds and 
infrastructure finance. 

"We told the board members that the level of penetra- 
tion in financial services was very low and that we did not 
have to start all over again and could build on the small 
platform we had. The third thing we said was that L&T 
was a brand known for trust, ethics and integrity, which 
are crucial for financial services," says Deosthalee. 

The board agreed to retain the business in 2006. Two 
vears later, a holding company for the financial services 
business, L&T Finance Holdings. was formed. The business 
has expanded rapidly since then. It shifted into a higher 





ІЗА L&T Finance Holdings 





“The only gaps in our 
business now are gold 
loans and consumer 


durable loans" 


* Dinanath Dubhashi, 
CEO, L&T Finance 


gear this year, making three acquisi- 
tions in the mutual fund, housing 
finance and auto finance segments. 
L&T Finance Holdings closed 
2011/12 with a loan book of 
125,670 crore and a net profit of 
+455 crore. Deosthalee is now 
Chairman and Managing Director of 
L&T Finance Holdings, and 
Sivaraman, President. 

Deosthalee says L&T Finance 
Holdings is walking the path out- 
lined in the 2005 roadmap. The 
company started L&T Infrastructure 
Finance in 2006. The infrastructure 
unit today boasts an asset base of 
more than {12,000 crore. This is 
lower than the asset base of the larg- 
est private player IDFC's 154,140 
crore, but higher than that of some 
established players, such as the 
23-year-old Srei Infrastructure 
Finance's 39,880 crore. L&T 
Infrastructure's biggest segment is 
renewable energy. says Managing 
Director and СЕО Suneet К. Maheshwari, without divulg- 
ing numbers. “We entered the solar energy sector last 
year and made quick headway because L&T has a large 
body of research in the area,” he adds. 

But it was the success of the mutual fund business 
that made L&T Finance Holdings a serious player in the 
financial services sector. In 2009, L&T Finance Holdings 
surprised everyone when its subsidiary L&T Finance 
bought DBS Cholamandalam Asset Management 
Company (AMC), later renamed L&T Mutual Fund, for 745 
crore. Jagannadham Thunuguntla, Head of Research, 
SMC Global Securities, says the acquisition was the first 


Growing Footprint: L&T Finance Holdings's acquisitions 








primi Sept 2009 March 2012 
ear 
DBS Cholamandalam Asset Fidelity AMC and 
Company Management Company* Fidelity Trustee Co* 
Cost in 4 5 
tcr y 





* Acquisitions made through unit L&T Finance Ltd. ** Industry estimates 
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March 2012 
Indo Pacific 


Oct 2012 


FamilyCredit 





Housing Finance 





10, 120, 


Source: Company 


step in the company's growth plan. 
“Though the company grew organi- 
cally as well (between 2006 and 
2009). that was a time when other 
NBFCs also grew," he adds. 
Deosthalee admits L&T Finance 
Holdings "was not well-known" at 
the time and the DBS deal was a wa- 
tershed moment for the company. 
Deosthalee, who also oversees 
L&T group's general insurance unit, 
believes the mutual fund business is 
key to providing L&T Finance 
Holdings's investors with a sustain- 
able return on equity of 18 to 20 per 
cent. It was with this in mind that 
the company earlier this year ac- 
quired Fidelity's mutual fund busi- 
ness in India through unit L&T 
Finance. It has not disclosed how 
much it paid for the acquisition but 
industry estimates peg the deal price 
around 1550 crore. "L&T Finance 
has been impatient for growth in 
mutual funds," says an independent 





An observer of the mutual fund: 
industry, requesting anonymity 
says it is still too early to talk about 
the acquisition. "L&T Mutual Fund 


has not distinguished itself so far noi 
has Fidelity, save a few funds,” hi 
adds. While the total average ^UM 
in the country rose 7.87 per cen 





m ГАР | 
" from the April-to-June quarter to thi 
| July-to-September period. L& 
Em | и ' Toe 
| - Mutual Funds’ average AUM surged 
| 27.5 per cent while Fidelity s fell by 
а 4.7 per cent, Ashu Suvash. former! 


with Fidelity and now СЕО of L& 


“We entered the solar Mutual Fund, says there might have 
energy sector last been a knee-jerk reaction to the dea! 


by Fidelity investors, "We have wol 


year and made back those investors as our AUM (as 


of November 23) is over {12.80 


ә rr 
quick headway crore,” she adds. 
Besides Fidelity, L&T Financ 
Suneet K. Maheshwari, Holdings acquired two other compa 
MD & CEO, L&T Infrastructure Finance nies this year. It paid 1110 ci 
buy mortgage lender Indo | 
Housing Finance in March and 


consultant who has tracked the company's growth. agreed in October to purchase two-wheeler ani | 
"That's what made them acquire Fidelity." nance company FamilyCredit from Societe Generak 
Consumer Finance for 11 20 crore. Indo Pacific s loan bool 
eosthalee thinks scale is important in mutual was 1182 crore at the end of September. FamilyCredit had 
funds. "With 32,000- 3,000 crore AUM (assets a loan book of 11,287 crore as of June 30. 
under management), there is no long-term Dinanath Dubhashi, CEO, L&T Finance, says he in 
future." he says. India's mutual fund industry tends to use the engineering giant's relationship with 
is highly fragmented with 44 players compet- real estate developers to grow the housing finance busi 
ing in the market. L&T Mutual Fund ranks 27th based on ness. "The only two gaps in our business now are gold 
the average AUM for the July-to-September quarter, but loans and consumer durable loans. We are waiting lo 
jumps to the 15th spot when combined with Fidelity, as regulations to settle down in gold loans before we take 
per industry group Association of Mutual Funds in India. call," says Dubhashi. He is referring to the Reserve Bank 


Healthy Ваѕе: кеу financials of L&T Finance Holdings 


Loan Book* 


:2 1,664. 


* As of September 2012 — **For July-to-September quarter Sources: Company, Association of Mutua! Funds of India 





Average Assets 
Under Management** 
(Mutual Funds) Net Worth* 


1 0,914. 
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Wide Network 


L&T Finance Holdings's units and 
their main businesses 


S 





L&T Infra- L&T E: Indo m 
Finance Finance Housing Credit* 
» Project Finance Non-asset finance » Retail Finance Home Loans Two wheeler 
Corporate Loans Corp Finance Builder Finance and car finance 
Financial products 
* Acquisition yet to be completed distribution Source: Company 


of India's recent clampdown on gold loan companies 
after rapid expansion in the sector raised concerns 
about any adverse impact on the financial system 
in case of a surge in defaults. 

The string of acquisitions has enthused inves- 
tors, too. L&T Finance Holdings was listed on the 
stock exchanges on August 12 last vear after 
raising 11,236 crore by selling shares in an initial 
public offering at 152 apiece. The shares have 
since jumped more than 45 per cent, to 176.05 
as of November 27 on the Bombay Stock 
Exchange. The benchmark Sensex has risen 
about 12 per cent during the period. 

Another reason for the surge in the share price is mar- 
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"We see a bank as a growth 
vehicle, not as a pride issue" 


N. Sivaraman, 
President, L&T Finance Holdings 
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ket chatter that the company is a frontrunner to get a 
banking licence and that it is in talks to acquire 
Dhanlaxmi Bank. Deosthalee dismisses this as specu- 
lation. The bank has said it is not up for sale. The 
company already holds a stake of 4.7 per cent in 
City Union Bank and sold as much in Federal Bank 
on November 27. "We see a bank as a growth vehi- 
cle, not as a pride issue," says Sivaraman. 

SMC Research's Thunuguntla believes it is es- 
sential for L&T Finance Holdings to get a banking 
licence. "Without that, it will just be another large 
NBFC," he says. Santosh Singh and Nidhesh Jain, 

analysts at brokerage Espirito Santo Securities, said 
in a November 16 note that the company acquiring a 
bank was "a very remote possibility" as the RBI has never 
allowed an NBFC to buy a bank. The RBI's final guidelines 
on banking licences are awaited. 


o doubt, the acquisitions have helped the 
company expand at a fast clip. Sivaraman 
says the company saved a couple of years by 
buying DBS Cholamandalam and Indo 
Pacific, instead of applving for fresh licenses 
for mutual fund and housing finance businesses. But the 
company is clear it will first identify businesses it wants 
to get into and then look for targets, not the other way 
round. "There are several (deals) we have rejected, too,” 





savs Deosthalee. 

Like most lenders in a slowing economy, L&T Finance 
Holdings is worried about rising bad loans. Its gross non- 
performing assets grew to 1.56 per cent as of September 
30 from 1.10 per cent a year ago. Deosthalee, however, 
has fixed his sights on growing the company’s assets — 
both loans and mutual funds ~ at a compound annual rate 
of 25 per cent over the next five years. If the company's 
track record in the past six years is any indication, it may 
well exceed the target and be known more for its achieve- 
ments than for its parentage. € 
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Energy giant Shell has expanded cautiously 
in India so far. Will the new India chairman, 
Yasmine Ghandhi Hilton, step on the gas? 
By ANILESH S. MAHAJAN 


en vears ago, when global en- 
ergy giant Roval Dutch Shell 
exited its India exploration 
venture no one doubted the 
rationale behind the deci- 
sion. Shell's foray having 
shown little prospects of strik- 

ing oil at its block in the deserts 

of Rajasthan, it sold off its 50 per 





cent stake to its Scottish partner 
Cairn Energy for a paltry $7.25 mil- 
lion. Within two years, Cairn Energy's India arm reported 
the world’s biggest oil discovery of 2004 and its fortunes 
were transformed. Cairn India – now part of the Vedanta 
group — owning 70 per cent of the Rajasthan block, is 
currently valued at more than $11 billion. 

Shell's decision to pull out of exploration in India is 
Vikram Singh Mehta's biggest regret. Mehta was chair- 


man of the Shell companies in India till the end of 
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September this vear, starting ever since Shell returned to 
the country in 1994, "I kept telling them (senior execu- 
tives at Shell's headquarters) we should not let go of this 
opportunity. | was overruled,” Mehta told Business Today. 
Was he satisfied with Shell's performance during his ten- 
ure? "A lot could have been achieved," he says. 

Mehta, as also his successor, Yasmine Ghandhi Hilton, 
now hope to grow the upstream business in India again. 
That will not be easy, given that the government's pricing 
control over some fuel products, its subsidv regime and 
the bureaucratic hurdles make foreign energy players 
wary of investing in India. The government is now con- 
sidering changes in the production sharing contracts it 
signs with oil and gas explorers. It is also looking at the 
hindrances related to taxation, licensing and regulatory 
clearances in a bid to boost investment in energy. 

“We believe the government is aware of the factors 
that will improve investor interest in the sector,” Hilton 
told Business Today in an email interview (see the inter- 
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view on page 82). “We will closely look at the new regime will weigh opportunities in India against oth 
when it is put in place and consider our way forward.” ties globally. “We continue ebat India 

Like Mehta, Hilton is a veteran at the $470 billion opportunities are an attractive propositio) 
energy behemoth. She was born in Mumbai and studied geology and then, of course, the term: 
in Dehradun before moving to the UK, joining Shell in economic proposition," he says. 
1979. She was responsible for information technology 
systems in Shell's global retail business at the London of- ome analysts feel Shell could 
fice before shifting to India. Barely two months into her investing in India. "There is i 
new job, her first in India, she has already set her targets. the potential in West Africa 
Her first priority, she says, is to seek opportunities to grow Mexico or Brazil is huge, | 
the company's downstream and upstream businesses. vantage is that it has almost 

In fact, Shell India has had a memorandum of under- tion," says Aashish Mehra, Managing Рапп; 
standing with state-run Oil and Natural Gas Corporation chapter of global consultancy Strategic De 
since 2006 to jointly explore for oil and gas in India and "You can easily look for assets vou want ti 
abroad. "We have not been able to convert the MoU into business. Yes, there are regulatory hurdles 
something tangible," says Mehta. be resolved," says Mehra. He adds that th 

The challenge for Hilton will be to convince the Shell for foreign energy companies to enter Indi: 
management to invest in India. Matthias Bichsel, Director vast opportunities in deepwater explorati 
for Projects and Technology at Shell, says the company methane, and shale gas 
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"Shell has always had 
a keen interest in 
upstream in India" 


Yasmine Hilton spells out her vision in an email interview 


What are your priorities for Shell India? 
"То constantly seek and evaluate opportunities to 
grow our business responsibly both downstream 
and upstream 

‘To be a major player in the LNG business in India 
*To work with the government to establish a level- 
plaving field for retail marketing 

‘To build our talent pipeline of technical expertise to 
service global upstream and downstream businesses 
from our centres in Bangalore and Chennai 


Is Shell India looking to enter the 
exploration sector in India? 
Shell has always retained a keen interest in 
upstream in India and routinely evaluates 
upstream opportunities on a global basis — 
and not necessarily on a country basis. We 
understand that the government is 
reviewing the entire structure related to 
oil and gas exploration and 
production. We believe that the 
government is aware of the 
factors that will improve 
investor interest in the sector. 
We will closely look at the new 
regime when it is put in place and 
consider our way forward. 


























What are Shell's plans for 
the LNG business in India? 
The growing demand-supply 
imbalance for gas across the 
country and the uncertain 
prospects for increase in 
domestic gas availability leads 
us to believe that India needs 
more LNG supply, and this in 
turn needs more LNG terminals. 
The east coast of India does not 
vet have an LNG terminal. We 
are moving swiftly to fill that gap. 
The project to be located at 
the Kakinada port is making 
excellent progress. 
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Hilton says Shell wants to be a major player in the 
liquefied natural gas (LNG) business, both on the east and 
west coasts. Shell has an LNG terminal at Hazira in Gujarat, 
where it has invested more than $1 billion. It holds a 74 
per cent stake in the terminal; French energy company 
Total SA holds the rest. The Hazira terminal began opera- 
tions in 2005 and can handle 3.6 million tonne of LNG per 
year. Its capacity is being raised to five million tonne. On 
the east coast, Shell is setting up a five million tonne termi- 
nal at Kakinada in Andhra Pradesh in a joint venture with 
Reliance Power and the operator of the Kakinada port. 

The challenge for Hilton will be to market the gas on 
the east coast and find new consumers. Besides Shell, local 





Gearing up: Shell India is increasing the capacity of its 
Hazira LNG terminal to five million tonne per year 


companies Petronet LNG, GAIL (India) and Indian Oil are 
also looking to set up LNG terminals on the east coast. 
Though imported LNG is much more expensive than the 
domestic gas available from the Krishna-Godavari and 
Mahanadi basins, fuel shortage. which is likely to worsen, 
will ensure the imported gas also finds takers. 

Another challenge for Hilton is the retail business. In 
2004, Shell got a licence to open 2,000 fuel stations across 
India. Besides Shell, Essar Oil and Reliance Industries are 
the only private players in this business. But Shell has so 
far opened only 6% stations, mostly in south India. "Our 
growth in retail is not as fast as we had envisaged,” says 
Ravi Sundararajan, who heads Shell India's retail busi- 
ness. He blames it on the absence of a level-plaving field. 
"State-run oil companies get subsidies, which distort 
prices," he says. The government provides subsidies to 
state-run retailers such as Indian Oil to sell fuel products 
below cost as part of efforts to keep inflation under control. 

Is Shell hopeful of change in India anvtime soon? 
“Politically, it is challenging for the government,” says 
Hilton. “I think it (change) will happen. How quickly? You 
should ask the government." Ф 

NDDITIONAL REPORTING BY GOUTAM DAS AND 
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Susie Energy 


A tiny company in Uttarakhand is harnessing the potential of pine 
needles to produce electricity and prevent forest fires. By TASLIMA KHAN 
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Lucknow University, the 

I smarts to produce electricity 
` from pine needles. 

Uttarakhand is home to 

more than 340,000 hectares 

of pine forests. Clubbed with 

stretches in western Nepal and 

Himachal Pradesh, pine forests 


erinag is a sleepy 

little town about 

100 km from 

Pithoragarh in 

hill state 
Uttarakhand. A small company 
based there is now changing 
lives of locals with a unique 


project — generating power from A* — — ae cover about 1.5 million hectares. 
B ьроме поп INDE | 

pine needles. БЕНИ ШЕПНЕ : Se  Inthesummer season, forest fires 

The company, Avani Bio Energy, — k at + аге common in these areas as 
was launched by the Haryana-born — es pine needles, essentially needle- 
Rajnish Jain in May 2011. Jain had conie ач > TIT shaped leaves which keep falling 
been running a non-governmental 352222 — — TT off trees from the middle of March 

5 BSOVEIHIDCHUM НИИ : i 

organisation called Avani in Berinag З WU till the onset of the rains in July, 
since 1999 along with wife Rashmi | — "SEP аге highly inflammable. Even a 


Bharti, teaching unemployed youth i T | half-burnt beedi carelessly thrown 
how to make and promote solar light- II جج‎ — HPT by a villager can cause fires that 
ing products. The 12 years there gave gut large forest areas. These fires 
Jain, a management graduate from destroy the local ecology, damaging 
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From 2 November, fly daily via Abu Dhabi 
to Europe, USA, Africa and the Middle East 
from Ahmedabad with Etihad Airways. 





Introducing Etihad Airways – a superior way to travel 
economy. We treat our passengers as Guests, that's 
why we offer leather-trimmed seats, a wider choice 

of award-winning cuisine and over 600 hours ol 
on-demand entertainment. All in economy. Fly via 

our home Abu Dhabi and on to over 270 global 
destinations, including the USA, UK, Africa and the 
Middle East. An economy service even a movie star 
would be impressed with? That's why we've been voted 
the World's Leading Airline’ three years in a tow 
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THE PROCESS 


How electricity is generated 
from pine needles 


e Locals 
collect dry 
pine needles 
(5 to 12 tonnes 
generated 

per hectare, 
per year) and 
bring them to 
the gasifier 


e Needles are Р 


f 
chopped into . „> 


small pieces OR 


to increase 2 
density, апа 
fed into the 
gasifier 




































e The gasifier 
burns needles ۹ 
at 800 degree N 
Celsius and 


above, under 
limited oxygen 


supply 





e Biomass is 
converted into 
producer gas 

- a mixture 

of carbon 
monoxide, 
hydrogen and 
methane 





e Producer 
gas is cleaned 
and cooled; 
clean gas is 
used to run 
a generator 
that produces 
electricity 
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the fertile top laver of the soil and 
destroying grazing grounds for cat- 
tle. "Fires leave villagers struggling 
to find fodder for their cattle, apart 
Irom polluting the environment 
and natural resources." says Jain. 
The forest fires had been both- 
ering Jain for several years and he 
wondered whether the pine needles 
could be put to good use. for cook- 
ing or heating. He wanted to ex- 
periment if pine needles could be 
used as biomass to generate elec- 
tricity. But that was difficult. Pine 


needles make for such a loose bio- 


Berinag. He emplovs villagers to 
collect pine needles and bring them 
to the plant. Villagers get 11,000 
lor every tonne of needles collected. 
The collection of pine needles en- 
sures that the chances of forest fires 
are minimal. The needles are 
chopped into fine pieces to increase 
density, before being fed into the 
plant. The material is then burnt 
with limited oxygen supply. This 
generates producer gas (a mixture 
of carbon monoxide, hydrogen and 
methane) which, after cleaning 
and cooling. is fed into a generator 





Ecological Benefit: A forest fire close to the Avani campus at 
Pithoragarh. Even a tiny spark holds a big risk. 


mass that they cannot be run 
through gasifiers, which convert 
biomass into combustible gases 
such as carbon monoxide, hvdro- 
gen and methane. 


Jain then toyed with the idea of 


increasing the density of pine nee- 
dles by converting them into wood- 
like briquettes. That process was 
highly energy-intensive and so not 
viable. But he did not give up, and 
finally succeeded in setting up a 
plant that generates nine kilowatt 
of electricity, 

Jain set up a gasilier on a piece 
of land donated by the locals of 


to produce electricity. One-tenth of 
the pine needles used as biomass 
comes out as charcoal — a by-prod- 
uct which can be used in place of 
wood and kerosene as cooking fuel. 
It was a small start but enough 
to attract the attention of some in- 
vestors. In September, Avani Bio 
Energy received $250,000 in fund- 
ing from Acumen Fund, a non-profit 
venture fund, The money, Jain says, 
will help him set up 20 power plants 
with a capacity of 100 to 150 kilo- 
watt each in the next five vears. 
The company has also received 
a grant of 124 lakh from automotive 


"My business plan has global application across other pine belts 
which are prone to forest fires" 


Rajnish Jain, Founder, Avani Bio Energy 


giant Mahindra & Mahindra. B. 
Karthik, Senior General Manager for 
Corporate Strategy at Mahindra & 
Mahindra, savs Jain's innovation 
promises to have positive impact on 
the local ecology as well. "Biological 
waste is being used to generate power 
lor local people and the process even 
gives them employment," he adds. 
Jain is already busy setting up a 
120 kilowatt power plant in Chac- 
hret, a small village in Pithoragarh, 
home to 108 families. The power 
generated will be enough to light up 
10 other villages, apart from 
Chachret, assuming each family con- 


sumes 100 watts of power, mainly for 
lighting and watching television. The 
plant will also generate enough cook- 
ing fuel for all the families in Chachret 
for the whole vear. 

"The power situation in Uttara- 
khand is not that bad with most vil- 
lages connected to the grid and get- 
ting electric supply for more than 15 
hours a day," savs Jain. 

But he has his plan chalked out. 
The idea is to achieve a return on 
investment of 17 per cent by gener- 
ating power at 15 a unit and selling 
itat {3.75 a unit. The company has 
signed an agreement to sell 7 50.000 





units of electricity eve 
the Chachret plant LO 
Power Corporation | 
utility benefits too, as 0 
will help it meet its tars 
ing 10 per cent of its el 
renewable energy sou! 
Jain hopes to crea 
ployment opportunit 
each power plant nee 
100 collectors of pine n 
from training villagers | 
plants. “My business р! 
application across ot! 
which are prone to lore 
adds. € 
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EXECUTIVE SUMMARY: 


Not often does an acquired company 
give the acquirer a run for its money in 
the market. This case study looks at 
how Punjab Tractors Ltd, which was 
hardly in the best of shape when 
Mahindra & Mahindra acquired it in 
2007, was turned around, and today 
does exactly that. 

By N. MADHAVAN 
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hen Mahindra & 

Mahindra (M&M) ac- 

quired Punjab 

Tractors Ltd (PTL) for 
11.489 crore in March 2007, the 
latter was a pale shadow of its former 
robust self. Once the country's most 
profitable tractor company, with its 
'Swaraj brand renowned through- 
out north India, PTL had suffered due 
to poor management, which had re- 
duced it from being the second big- 
gest player in the industry at the turn 
of the century to fifth place. Its share 
price had also dropped from around 
11,000 to about 3250 in the same 
period. Started in 1970, with the 
Punjab government as the majority 





All in it together: M&M's Swaraj Division management team (left) - including Bishwambhar Mishra (seated or 
nose of the tractor), Pramod Lamba (on the front wheel), Jatinder S. Chawla (on the rear wheel) and Harish Cha 
(third from the right, seated on the tractor) - with colleagues 


shareholder, PTL began floundering 
after 2003 as the state government 
tried to divest its shareholding. 

Even so, the buy made sense for 
M&M. In 2005, its number one posi- 
tion in the industry had been threat- 
ened for the first time. That was the 
year when, in May, Chennai-based 
Tractor and Farm Equipment (TAFE) 
bought Eicher Motors's tractor divi- 
sion, increasing its market share to 
22 per cent. This brought TAFE, 
whose earlier market share was just 
14 per cent, within striking distance 
of M&M, whose share was 31 per 
cent. The acquisition also gave TAFE 
an entry into northern markets such 
as Punjab, Uttar Pradesh and 


Himachal Pradesh, which account 
for a third of all tractor sales. M&M 
needed to increase its lead and it did 
so by buying out PTL, raising its mar- 
ket share to 40 per cent. Besides, PTL, 
like Eicher, was strong in the North 
and would thus complement M&M's 
strong presence in the West and 
South. But only provided M&M re- 
stored it to its former health and inte- 
grated it successfully into its fold. 
The man assigned this challeng- 
ing task was Bishwambhar Mishra, 
who at the time was heading M&M's 
operations in China, but was brought 
back as PTL's managing director in 
July 2007. The first crucial step he 
took was to commission an external 


agency to find out what 


with the company by in! 


300-odd employ ees, v 
freely. They said PTI 
vision nor a long-term 
making was slow and 
down; production wa 
linked: and no major i 
product development | 
in recent years, “Thi 
revealing. The employs 
their punches,” says 
now heads M&M's trai 
mechanisation busi 
member of the com 
Executive Board, w! 
more than 20 of its toy 
And what did th 
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INVESTING IN PEOPLE 
PAID OFF 


he acquisition of PTL by Mahindra & Mahindra has set 

a sort of benchmark. There are many lessons to learn 
from it on what to do after acquiring a poorly performing 
company. 

M&M recognised that through PTL, it was acquiring a 
huge customer base, especially in the North, and assets in 
the form of not just plant and machinery, but people. It 
never tried to kill the Swaraj Brand as is often done after 
acquisitions. Instead M&M invested heavily in the people 
at PTL. It leveraged its supplier base to reduce procurement 
costs at PTL, rationalised dealerships and provided retail 
finance through Mahindra Finance. 

However, while the acquisition has surely ensured an 
increase in profitability, market share has not gone up 
significantly. M&M should probably focus at growing the 
market rather than protecting its share. 

Despite being an agricultural country, the degree of farm 
mechanisation in India is pretty low. Less than 50 per cent 
of the total agricultural land is under mechanised land 
preparation, and about 82 per cent of farmers are not 
addressed by the organised tractor players. While M&M 
has got into the lower brake horse power segment (tractors 
below 25 bhp) to address this market, it has yet to taste 
success. I feel the key to expanding the market may not lie 
in developing products in the lower bhp segment and pric- 
ing them at 11.5 lakh. Companies will have to think of some 
disruptive ideas to create innovative ownership models for 
farmers, especially the poorer ones. 

(The views expressed are personal) 


"Companies will have to 
think of some disruptive 
ideas to create 
innovative ownership 


models for farmers" 


RAJEEV SINGH, Executive Director, 
Operations Consulting, PwC 








Hard at work: Swaraj 
division's assembly plant 


want: They sought a clear vision of 
the company’s future, a major thrust 
towards product development, as well 
as large scale training, skill develop- 
ment and better welfare measures for 
themselves. Interestingly, employees 
themselves suggested the overbearing 
labour union needed to be tamed. 
"The exercise gave us insights into 
what was wrong and more impor- 
tantly, how we should go about set- 
ting things right," adds Mishra. 
Vision was the most important 
and the new management began by 
creating one. But it was not imposed 
arbitrarily. "We set up a 'Vision and 
Mission’ workshop comprising 60 
employees across functions to debate 
and arrive at a vision,” says Pramod 
Lamba, Vice President, Human 
Resources, M&M's farm equipment 
business. The vision was given a 
name Nayi Manzil (new destination), 
which was to make Swaraj one of the 
top two tractor brands in the coun- 
try. An important shorter goal was 
also set, called '3-2-3' — in three 
years, the revenue should double and 
the profits, treble. Just how this 
would be achieved was also laid 
down in a document called Nayi 
Disha (new direction). Its overall 
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thrust was to make PTL an innova- 
tion-led, customer driven, perform- 
ance-centric organisation with a 
participative management culture. 

But more immediate details also 
had to be taken care of. Mishra 
launched what he calls ‘health driv- 
ers’. PTL was in a financial mess. 
Though it was still profitable when 
M&M took it over, it had a huge in- 
ventory of unsold stock while out of 
its total sales of 3969 crore that year, 
1600 crore had yet to be collected. 
"The first six months were spent liq- 
uidating stock, improving collections 
and securitisation of debt." savs 
Mishra. He set up a Swaraj 
Leadership Team consisting of him- 
self and all the other functional heads 
to take major decisions quickly. 
Similar leadership teams were set up 
for each division as well. "These 
moves ensured participatory man- 
agement, which PTL had earlier 
lacked," says Lamba. 

The initial problems tackled. 
‘growth drivers’ were launched in 
early 2008. The sales division was 
remodelled and dealerships extended. 
A brand building exercise began with 
a flurry of TV advertisements, backed 
by retail finance, tied up with 
Mahindra Finance. This made a big 
difference since 90 per cent of trac- 
tors are sold on credit. Productivity 
and quality improvement targets 
were set. PTL was finally merged into 
M&M and became its 'Swaraj 
Division' in 2008/09. 

Product development too fol- 
lowed. Whatever its other failings, 
PTL always possessed a culture of in- 
novation. “It knew how to design 
tractors in the most cost effective 
way.” says Harish Chavan, who cur- 
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ACQUISITION CLOSE TO 
BEING PERFECT 


he acquisition of PTL by M&M and the subsequent 

positive value creation is a rare case of an acquisition 
creating value both for the acquiring firm and the 
acquired firm. Overwhelming empirical evidence from 
research shows acquisitions usually create no value lor 
shareholders of acquiring firms. The acquisition thus 
offers valuable lessons on how to make such a strategy 
work. 

There are primarily two areas in which companies 
stumble and end up destroying shareholder value — while 
estimating synergies from the acquisition (in relation to 
the acquisition price) and in the post-merger integration 
processes. Many overestimate the synergies and tend to 
overpay for the acquisition. Nor do they pay adequate 
attention to post-merger integration processes. M&M s 
success can be attributed to its careful attention to both 
these dimensions. 

If M&M's acquisition strategy had been aimed at simply 
buying additional market share without paying attention 
to complementarities, it would have been a recipe for 
value destruction. M&M avoided this mistake. 

The most important lessons are to be found in the 
post-merger integration process followed by M&M. It 
followed what is now being called the 'partnering 
approach'. Instead of focusing only on cost reductions 
involving plant closures and employee layoffs, the 
partnering approach assumes there are significant 
capabilities to be gained from the acquired company and 
focuses on processes to retain and nurture them. We see 
ample evidence of that at M&M - retaining and nurturing 
of PTL's human resources, Swaraj models, investments 
in R&D and product development. The philosophy 
that guides this approach is retaining and nurturing 
'the best of both'. Though real-life case studies are 
never to be used to illustrate ‘best practices’ 

(because they are never perfect), this case 
comes quite close. 


“M&M followed the 
partnering approach, 
retaining and nurturing 
PTL/'s resources" 


RAVEENDRA CHITTOOR, Assistant Professor 
of Strategy, ISB, Hyderabad a 
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rently heads Swaraj division. 
"Swaraj products were rugged and 
known for their durability. As com- 
petitors we at M&M alwavs bench- 
marked ourselves against PTL when 
it came to frugal engineering." The 
new management built on these 
strengths. "We identified product 
gaps and invested 1800 crore in 
R&D,” says Mishra. Global expertise 
was sought if required. “We worked 
with engineering group AVL Austria 
to upgrade the Swaraj engine to im- 
prove fuel efficiency and meet new 
emission norms," says Jatinder S. 
Chawla, Senior General Manager, 
R&D, Swaraj division. "The fit and 
finish of the tractors — a chink in 
Swaraj's armour earlier — was re- 
fined. Two new products were 
launched in 2009 and 2010 after a 
gap of many years.” 

It was not all smooth sailing. The 
PTL union, used to having its way 
with the earlier management, re- 
sisted the push for greater discipline 
and higher productivity by resorting 
to a ‘go-slow’. But the new men in 
charge had provided plenty of carrots 
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Expertise: A worker fixes a tyre 


along with the stick and soon the 
union had no choice but to relent. 
“Soon after the acquisition the man- 
agement rolled out many benefits 
which were beyond the expectations 
of the employees,” says Lamba, the 
HR VP. Salaries were raised to align 
them with those in the market, med- 
ical benefits were improved, the can- 
teen was refurbished, greater safety 
measures were introduced and 
higher involvement of employees 
families with the workplace was en- 
couraged. “On the one hand we 
ruthlessly demanded performance. 
but on the other we showed our hu- 
man side too,” adds Lamba. 





And where does the Swaraj divi- 
sion stand today? Production has 
risen to 69,292 units in 2011/12 
from 28,500 in 2007/08 when the 
acquisition took place. Standalone 
revenue has more than trebled in 
these four years, to around 13,000 
crore from %969 crore, while profit 
has risen more than six times to over 
1500 crore from 380 crore. Swaraj, 
with a market share of 1 3.1 per cent 
now ranks No.3, behind only M&M- 
badged tractors itself and TAFE. The 
combined market share of M&M and 
Swaraj is a formidable 42 per cent. 
By 2009/10, M&M had recovered its 
investment in Swaraj. Indeed, in 
many tractor markets, Swaraj is now 
M&M's closest competitor. Ф 

What lessons do we learn from 
PTL's transformation? Write to us at 
btcasestudies@intoday.com or post 
your comments at www. businesstoday. 
in/casestudy-ptl. Your views will be 
published in our online edition. The best 
response will win a copy of Harvard 
Business School Press pocket mentor. 
Previous case studies are at www. busi- 
nesstoday.in/casestudy 


BT receives scores of responses to its case studies. Below is 
the best one on Philips (July 8, 2012) 


Shantanu Bhatnagar (shantanubhatnagar@hotmail.com) wrote: 
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For Philips India ‘more is less’. Its consumer business has meandered into multiple segments, from 
DVDs to feeding bottles (Avent), without a clear cut strategy. Hiring brand ambassadors/celebrities 
will not solve the problem when there is a basic flaw in the marketing strategy. You can make a 
short-term impact by running advertisements with high profile ambassadors or offering lucrative 
dinner coupons on purchase of products. But for the long term, the marketer has to develop a 
connection with its target group after understanding the latter's attitude and behaviour which is 
clearly missing in the Philips strategy. Its definition of the ‘young’ is ex- 
tremely indistinct. Its rivals, the Korean companies, have not only identified 
the right price points for Indian consumers but have also improved sig- 
nificantly in terms of quality and value proposition after understanding 
the needs of their target group. They have not only worked on their distri- 
bution networks but also on providing innovative India specific products, 
whereas in Philips's personal care portfolio, all products are global specific. 
The Philips story is a classic example of what not to do in marketing. 











Shantanu Bhatnagar wins a Harvard Business School Press pocket mentor 
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BANKS Urban Co-ops 


HOW IT 


BUCKED 


THE TREND 


On the whole, the performance of urban co-operative banks is underwhelming, 
so how did Saraswat Bank beat the odds? 
By G. SEETHARAMAN 








Brisk business: A Saraswat Co-operative Bank branch in Bhandup, Mumbai 
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THE TOP 3 


n 2002, Hanumant 

Gaikwad, founder of Pune- 

based facilities management 

company BVG India, needed 

a loan to buy housekeeping 
and gardening equipment worth 
11 crore. It was a big amount, 
considering that BVG's revenues 
were just 32 crore at the time. After 
five public-sector and private banks 
turned him away, Gaikwad went to 
Saraswat Co-operative Bank and 
met Eknath Thakur, then a director 
there. Thakur heard Gaikwad out 
and immediately sanctioned a loan 
without collateral. Gaikwad says of 
the bank: “They trust young 
entrepreneurs and really help them 
grow. That's why they are a great 
bank." The loan proved crucial to 
the growth of BVG, which closed 
2011/12 with a top line of about 
1600 crore. 

Saraswat Bank's approach to 
business is remarkable, given the 
state of the urban cooperative bank 
(UCB) sector. Thakur says 1 50 UCBs 
are seriously distressed. 


Leaders in the urban co-operative banks sector 


Cosmos Co-operative Bank, India's 
second largest UCB, says failure to 
keep up with technology was a kev 
reason for the undoing of several 
small UCBs. He adds that many UCBs 
also failed to screen borrowers 
thoroughly, which added to their 
problems. 

In 2005, the Reserve Bank of 
India (RBI) proposed that weak UCBs 
be merged with stronger ones. Some 
UCBs shut shop. and others were 
merged. According to its 2011/12 
annual report, the central bank has 
received 168 merger proposals 
since 2005/06, and cleared 125 of 
them. As of June 2012 there were 
1,615 UCBs in the country, of which 
one-fourth were in Mumbai. 

Saraswat Bank leads the pack. 
Between 2006 and 2009, it 
acquired seven UCBs, which had a 
total of 87 branches. "We invested 
1270 crore from our reserves to 
make their net worth positive," says 
Thakur. Their business has 
quadrupled since the acquisition. 
Most large UCBs have expanded 


8 Deposits Bil Advances 


inorganic growth was our only 
option," says Thakur. 

He is referring to Ahmedabad 
based Madhavpura Mercantile Co 
operative Bank's loans to companies 
related to tainted stockbroker Ketan 
Parekh in 1999/2000, which led to 
a run on the bank's deposits. ^ re- 
structuring plan was drawn up. but 
in June this year. the RBI cancelled 
the bank's licence. The bank had à 
negative net worth of 11.317 cror 
and gross non-performing assets 
(NPAs) were 99,99 per cent 

Three years ago, the RBI began 
to issue licences again. So healthy 
UCBs are less keen on mergers than 
on organic growth. Turning around 
an acquired bank is not the only 
challenge. “The most difficult part о! 
mergers is staff integration.” says 
Shrinivas D. Joshi, Chief Executive 
of Mumbai-based Shamrao Vithal 
Co-operative (SVC) Bank. SVC һа: 
bought four banks. 

Saraswat Bank's Thakur says 
that if the acquired bank is trom a 
big city like Mumbai, the work cul 
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Shamrao Vithal И 7 727 
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Alter a period of growth — from 
1,307 UCBs in 1991 to 2,105 in 
2004 — the sector ran into rough 
weather. Dilip A. Dehadraya, 
Managing Director of Pune-based 


Figures in Ẹ crore as of March 2012 


through acquisitions in recent 
years. Indeed, they had no 
alternative. "After the Madhavpura 
scam, RBI did not issue licences for 
new branches till 2009, so 


4.19 
0.74 


Source: Banks annual reports 


ture is similar, which helps with 
integration. Even so. his bank is fo 
cusing on organic growth to in 
crease its 3 3,200-crore business 
“By 2016. we are looking ai a total 
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SARASWAT BANK'S GROWTH 


Total business іп € crore” 


18, 





15,295.4 
Ww — 
8,033.4 


“Deposits plus advances 


business of 750,000 crore and 250 
branches, and by 2020, we are tar- 
geting a business of 11 trillion and 
1.000 branches," says Thakur, who 
joined the bank's board in 1989 and 
was appointed Chairman in 2008. 
(A trillion equals 100,000 crore.) 
Gaikwad of BVG India credits the 
71-year-old Thakur for the giant 
strides Saraswat Bank has taken. 
Thakur is a former Shiv Sena Rajya 
Sabha MP who also worked with the 
State Bank of India from 1966 to 
1976 and founded the Mumbai- 
based National School of Banking, 
He knows a thing or two about per- 
severance: his 42-year fight with 
cancer is not over, and he recently 
had surgery to remove tumours 
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from his head and neck, but he still 
attends office regularly. 

Since 2001, when he took up an 
active role in managing Saraswat 
Bank, its total business (deposits 
plus advances) grew from 34,600 
crore to 335,000 crore as on 
September 30, 2012. This made it 
the country's largest UCB. Its 
branches quadrupled over the same 
period to more than 220. About a 
tenth of them are outside 
Maharashtra. In 2001, the bank's 
gross NPAs were 8.5 per cent, and 
now they are 2.9 per cent. 

How did Saraswat Bank achieve 
this when other UCBs were 
floundering? After Thakur took over 
the reins, he and other directors met 


personally with borrowers who had 
defaulted on loans of more than 11 
crore. “We set up an NPA 
management department in 2003 
and that helped us reduce bad 
loans,” he says. Managing Director 
S.K. Banerji says the bank also 
decided to increase provisioning for 
NPAs. As a result, the bank has had 
zero per cent net NPAs for eight 
years now. To upgrade technology, 
Thakur set up Saraswat Infotech, an 
IT subsidiary, in 2005. "We 
developed our own product, which 
is now used by us and 40 other co- 
operative banks," he says. 

The bank, started in 1918, is 
one of many started by and for the 
Saraswat Brahmin community of 
Maharashtra and Karnataka. 
"There was a tendency in the 
community to save for a rainy day,” 
says Thakur. The community also 
established SVC Bank and North 
Kanara Gaud Saraswat Brahmin 
Co-operative Bank, and played a 
role in setting up Syndicate Bank 
and Canara Bank. SVC Bank's Joshi 
says the community focus shrank as 
these banks grew. “About 99 per 
cent of our customers now are from 
other communities,” he says. 

Nagarajan Narasimhan, Senior 
Director at Crisil Ratings, notes that 
the numbers of most top UCBs are 
comparable with those of the biggest 
scheduled commercial banks. “Their 
gross NPAs are sub-three per cent, 
which is impressive,” he says. “They 
are getting more competent and 


“By 2016, we are looking at a 
total business of 350,000 crore 
and 250 branches” 


Eknath Thakur, Chairman, Saraswat Co-operative Bank 
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have good risk management 
practices." 

Cosmos Bank's Dehadraya calls 
Saraswat "an aggressive UCB”. He 
adds that their business is huge in 
part because most of their branches 
are in Mumbai." Saraswat has over 
100 branches in the Mumbai met- 
ropolitan region. About 80 per cent 
of its loans are to small and medium 
enterprises and corporates. "We 
even take part in consortium lend- 
ing," says Thakur. 

Navinbhai P. Sonchatra, Chief 
Executive of Ahmedabad Mercantile 
Co-operative Bank, attributes 
Saraswat's continued success to its 
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professional management culture. 
An RBI-appointed committee on the 
licensing of new UCBs, headed by 
Y.H. Malegam, noted in its 
September 2011 report that a major 
problem in UCBs was non- 
professional management, which 
"results in relatively weak internal 
control and risk management 
systems". The report also noted that 
many UCBs are structurally weak, 
their financials often fall short of 
requirements, and several have a 
negative net worth. 

RBI governor D. Subbarao said in 
a November 16 speech in Pune that 
the cooperative ethic remains rele- 
vant. "Indeed, we have become even 
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Most large urban 
co-op banks expanded 
through acquisition, 
as no licences for 
new branches were 
issued for several 
years up to 2009 


more aware of the value of a mem- 
ber-driven, grass-roots institution ... 
after witnessing the devastation 
caused by the greed and excess of 
the financial sector that resulted in 
the global financial crisis of 
2008/09," he said. 

UCBs are either scheduled or 
non-scheduled. Scheduled banks — 
listed as such in the Reserve Bank of 
India Act, 1934 — must meet stricter 
norms than non-scheduled banks. 
UCBs may operate in a single state or 
many states. Single-state UCBs are 
regulated by the RBI and the State 
Registrar of Co-operative Societies, 
while multi-state ones come under 
the RBI and the Central Registrar of 


E Commercial Banks 


Co-operative Societies. The registrar 
oversees administrative aspects, 
such as the constitution of the 
Board, while the RBI oversees the 
banking aspects. The Malegam 
Committee report addresses the 
"problem of dual control," but SVC's 
Joshi sees no problem. He says: 
"Their roles are clearly defined, so we 
have never faced any issues." SVC Bank 
is the country's third largest UCB. 
Banks such as Saraswat have 
many advantages. "Their size allows 
them to offer a wide range of serv- 
ices," says Sonchatra of Ahmedabad 
Mercantile Bank. Saraswat Bank has 
also had a forex licence since 1978. 
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But, like any other UCB, it is ham- 
strung by norms on raising capital. 
Unlike commercial banks, UCBs can- 
not raise funds directly from the 
public. “We are keen to remain a 
UCB, but capital constraints may 
force us to apply for a commercial 
banking licence,” says Thakur. 
Whether or not it gets the licence, it 
will have to work to retain the per- 
sonal touch that marks 
UCBs’ customer service. This, says 
BVG's Gaikwad, is why he continues 
to bank with Saraswat. "You will 
not find that in commercial banks,” 
he says. Ф 
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SIDDHARTH MANGHARAM (left) is CEO 
of Floh.in, which people 

together online and EO 
exclusive offline ev 
















at First Site 


Matrimonial sites are yesterday's news - India's new 
love interest is online dating. By NANDAGOPAL RAJAN 


handful of entrepreneurs has 

realised that in the business of 

love, India could be where the 

proverbial rainbow touches the 
ground. There is no data on the online 
dating business in India, but globally, it is 
worth $4 billion (22,184 crore). Singles in 
neighbouring China, too, are hooking up 
online, and the market there is expected to 
reach $315 million by 2014. 

"In many ways, the mindset of people in 
China and India is similar," says Anita 
Dharamshi, one of the founders of 
TwoMangoes.com. "We both come from 
traditional, conservative cultures and are 
now embracing a more progressive view on 
many things — in this case, dating, relation- 
ships and marriage." She says dating sites 
have been around in China for over a dec- 
ade, while India is just getting started. But. 
she adds, there is no reason why India, with 
a younger population, won't surpass China. 
"The US, a more mature market, sees 
growth of ... 12 to 15 per cent, so India 
could easily see growth rates upwards of 15 
to 20 per cent for the next few years.” 

The story of Stepout.com (formerly 


Ignighter.com), illustrates the potential of 


the online dating business in India. A couple 
of years after Ignighter.com was launched 
in 2008, US-based Adam Sachs, Dan Osit 
and Kevin Owocki found that their website 
was popular in India. "We had never an- 
ticipated this, so we decided to focus on 
India," says Sachs, who is now based in 
Mumbai. "This is still a relatively young 
market, but ... our analysis predicts that by 
the end of 2014 it will be more than $200 
million a year." 

The dating site that he originally started 
for New Yorkers now has 4.5 million regis- 
tered users, of which 95 per cent are in 
India. By rough estimates, dating sites have 
some 25 million active members in India. 

"We saw that the market was saturated 
with traditional matrimonial sites." says 
Dharamshi of TwoMangoes.com. 
"However, the whole idea of marriage and 
relationships was going through a revolu- 
tion, and Indians, like their counterparts in 
the Western world, were looking to date a 
potential partner before making a decision 
about marriage." She started TwoMangoes. 
com with Rahul Bhardwaj and Paras 
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Dharamshi, with some 
funding from Indian- 
Canadian entrepreneur 
Andy Jasuja. 

Until recently, local 
searches on international 
sites generally threw up 
profiles of people soliciting 
escort services or worse. 
But the new Indian sites 
spend a lot of time keeping 
“creeps” away. “We have 
zero tolerance for any- 
thing that hurts our com- 
munity,” says Sachs of 
Stepout.com. “Our four- 
person safety team moni- 
tors members 24X7 to 
weed out fakes.” 

Other sites use 
Facebook logins to fend off 
spammers. “We would 
rather people receive a 
limited number of mes- 
sages from quality indi- 
viduals that they can 
build a connection with,” 
Dharamshi of 
TwoMangoes.com. 

Ravi Mittal, who quit his father's busi- 
ness to bootstrap QuackQuack.in, says up 
to five per cent of users have malafide in- 
tentions. "But with continuous monitor- 
ing, we evict them,” he adds. "The key is 
to have a strong observation team." 

Growing competition has prompted 
many sites to find a unique selling point. 
For instance, DatelITians.com focuses on 
students or graduates of professional 
courses, and Floh.in fuses online dating 
with oflline events — for instance, yacht- 
ing, or a sangria-making contest — where 
members meet. Floh.in is picky: you have 
to be an urban — and urbane ~ professional 
to get through the screening process, 
which is often done by CEO and founder 
Siddharth Mangharam himself. "Our 
events are highly interactive and are not 
available to the public," he says. 
Membership is usually based on referrals, 
which makes it one of the rare services 
where women are in a strong majority. “| 
was introduced to Floh by a cousin who 
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says 


ADAM SACHS, CEO, Stepout.com, 
moved to India as his US dating 
site got lots of Indian users 
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ith the advent of the personal movie viewer 
- Epson's Moverio BT-100 video glasses and 
Sony's HMZ-TI 3DTV headset — video moves 
into private territory. These devices allow vou. and vou 
alone, to enjoy a movie. No one can peer over your shoul- 
der, as they could if vou were watching something on a 
computer, a portable media plaver or even a TV, and find 
out whether Judi Dench ceases to be M as the credits roll 


in Skufall. Well, video took its time to enter the realm of 


me-only entertainment. Music, in comparison. trod the 
ground way back in 1979 with Sony's Walkman. The 
Japanese giant's hugely popular audio device converted 
music from a collective experience where everyone heard 
what you were listening to into a 
secretive, personal indulgence. 

Audio and video — two of our 
most basic pleasure tools — have 
never developed in tandem. The 
phonograph came in 1877, al- 
most two decades before the cin- 
ematograph. Radio (1895) was 
three decades earlier than T\ 
(1925) and the tape recorder was 
being used decades before the first cam- 
corder became available for general use 
in 1983. The audio sector has innovated 
at a pace that has scorched the entertain- 
ment highway. From integration with 
other devices (remember that craze about 
phone ringtones and song downloads 
when video seemed nowhere possible on 
your mobile handset?) to storage media 
(from spool tapes via cassettes and CDs to pen drives) and 
formats (МРЗ is near synonymous with music files), audio 
has strode ahead much more decisively than video. And 
before 3D cinema became mainstream, the 5.1 channel 
sound system had long held pride of place in homes. The 
5.1 channel audio set-up had five speakers placed in 
strategic locations — centre front, right front. left front. 
right behind and left behind with a subwoofer — to ap- 
proximate the way sound waves travel for a natural 
creation of audio stimuli, 

However, even this handsome surround sound crea- 
tor has fallen in the quest for a better aural experience 
that also avoids the cumbersome arrangements of speak- 
ers and wires. Enter the sound bar. Early attempts, from 
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Happy New Hear 


Adopting new and convenient audio technologies makes for a sound idea 


2005 onward. to congregate the various speakers into a 
single unit have proved fruitful and the technology has 
now moved on quite amazingly, In its latest YSP-4100, 
Yamaha, a major purveyor of music players, for instance, 
has been able to incorporate incredible 7.1 channel 
music-making abilities into a single rectangle that takes 
up just a smidgeon of acreage. 

The array of tiny speakers within project audio waves 
with such angular precision that you get an immersive 
cinema hall experience. The humongous-by-comparison. 
5.1 system required careful placing of five speakers at 
correct angles so that the sound waves intersected in the 


room precisely ("sweet spot") to create a surround sound 






effect. The latest sound bars achieve this 
without fuss. Not only is the sweet spot a more 
expansive area, but you can actually calibrate the vari- 
ous sound inputs according to your preference — all at a 
price of under 190.000 for a piece like the YSP-4100. 
What is more, today you are tuned in to the world. 
Docks - which converted iPods and iPhones into speakers 
systems — have now gone high-fidelity and sport 
Bluetooth connectivity to access streamed music on the 
Web or those stored on a smartphone. So, between the 
tinny, jarring sounds emanating from cheap music play- 
ers and mobile phones and the acoustic integrity of high- 
end audio systems lies the home music player. But with 
technology catching up, these domestic machines are not 
a compromise — they represent sound thinking. Ф 
The writer is Executive Editor, Gadgets & Gizmos 











SHAMNI PANDE 


t is a perplexing anomaly. The 

corporate world is seemingly full 

of confident people, as suggested 
by their body language. Yet there are 
plenty of managers who have trouble 
asserting themselves. The ability to 
be firm when required to is a vital 
skill managers need, but many are 
found lacking in. say leadership 
coaches. “Most managers today are 
efficient, confident and highly articu- 
late, yet they do not say the things 
they should when these matter the 
most,” says Nandan Savnal, 
Managing Director of PeopleSys 
Consulting, whose activities include 
leadership training. 

Situations in which assertiveness 
is called for but is often found want- 
ing can range from simple ones, like 
a junior not doing the job he was 
hired for, to complex, such as prob- 
lems which arise while making or- 
ganisational or process changes. In 
the first case, the individual has to be 
pulled up; in the second, seniors 
have to be bluntly told if things are 
not going according to plan. 

It is not only shy, introverted in- 
dividuals who have trouble asserting 
themselves. Even aggressive go-get- 
ters are often found dithering. I once 
heard about a mid-level manager 
who was seen as a tough, straight- 
talking individual, but had lately 
been unable to produce results. After 
much counselling, he admitted he 
had chosen not to speak about cer- 
tain critical problems involving 
work-flow he was facing. It was 
these which were affecting his per- 
formance. “As it is I'm seen as one 
who is always making a noise about 
things,” he said. “I did not want to be 
regarded as a person bringing up 
problems all the time.” 


БЕ Smart Executive 





Firm Hand 


Tips for managers who find it hard to be assertive 


Assertiveness does not mean 
constantly running people down or 
backbiting. “Assertiveness is not 
about displaying your unhappiness,” 
says Savnal. “It is not about saying 
something and letting the issue 
morph into a resentful stalemate.” 

So what should you do if you find 
it difficult to be firm? Experts suggest: 


Map your response: Managers 
should analyse their response pat- 
terns and modify them if needed. "I 
will really try. I'm sorry, but the 
problem is that I'm overloaded...” is 
a non-assertive response to a request 
or directive. Consider instead: "I will 
certainly look at the report, but 1 
need to finish something else first. 
We can meet on Friday to discuss it, 
if you like.” This conveys the same 
message, but is so much better. 
Remember that assertiveness is not 
the same as aggression. There could, 





for instance, have been a third rea 

tion as well: “I have no time. who 
will do my work for me! You wil! just 
have to come back later and Приге 
this out.” This too can be damaging 


and should be avoided. 


Stay true to your style: 
Assertiveness does not mean giving 
up your core style. If you are a re 
served person, you should remain so 
and yet be assertive when the occa 
sion demands. 


Honesty wins: It is important to 
establish your integrity and ability 
first. Your own commitment often 
holds the key. 


Practice helps: It always helps to 
rehearse. Practise honing your bod 
language, making your voice steady 
and adopting a calm manner while 
making your points. Ф 
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LBNL Books 


18 Years to the Top 


A nugget-rich read of the journey of India's most valuable lender, HDFC Bank 








A Bank for the Buck 
By Tamal Bandyopadhyay 
Jaico Books 
Pages: 344 Price: 1595 


here are a few instances of 
smashing start-up successes in 
India in the last two decades. 


There is Sunil Mittal's Bharti Airtel, 
the world's fourth-largest telecom 
company by customers, which started 
its mobile phone services business in 
1995. Or IndiGo, started by Rahul 
Bhatia and Rakesh Gangwal, which 
became India’s No. | airline by pas- 
sengers ferried less than six years after 
Starting up. 

There is another such success, less 
known to the public. It is that of HDFC 


Bank, which, in less than 18 years of 


getting its banking licence, became 
India's most valuable bank in 201 1 
overtaking market leader State Bank 
of India. In India's 182-trillion banking 
industry, HDFC Bank stands tall. (A 
trillion equals 100,000 crore.) The 
lender, for perspective. has the fourth- 
largest balance sheet among banks in 
the country and the best quality of as- 
sets among large banks. All in a rela- 
tively short span since 1995. 

Tamal Bandyopadhyay, a busi- 
ness journalist, has had a ringside 
view of this fantastic growth of HDFC 
Bank in his long vears of covering 
banks. Tamal ~ I worked with him for 
nearly three years and will refer him 
by his first name — starts A Bank for the 
Buck with a racy, Michael Lewis-like 
stab: "On a Thursday morning in 
February 1994, the telephone rang at 
Citibank House in Jalan U-Thant, a 
tony neighbourhood dotted with the 
world's embassies in Malaysia's capi- 
tal Kuala Lumpur...." 

What follows is an anecdote-filled 


book that jumps between vears and 
places tracing the history of the young 
HDFC Bank. The main characters are 
people most financial readers will rec- 
ognise by name: Deepak Parekh, 
chairman of housing finance leader 
HDFC, as also HDFC Bank: Aditya Puri, 
CEO of HDFC Bank: Neeraj Swaroop. 
CEO, Standard Chartered Bank in 
Southeast Asia; Shailendra Bhandari, 
MD of ING Vysya Bank; and private 
equity specialist Luis Miranda, to 
name a few. 

Tamal, a deputy managing editor 
at financial daily Mint, shows his 
mastery in telling the HDFC Bank story 
through small. discrete passages that 
tvpically run to less than 500 words. 
He constructs dailv life scenes as if he 
were there. Starting with how Parekh 
had a Plan B in case Puri declined to 
come on board from Citibank in 
Malaysia. To how Miranda would 
bring his toddler to the dealing room 
and how traders would scramble to 
keep her away from exhaust fans 
mounted below dealing desks. To how 
the bank, known from its risk-averse 
ways, went out on a limb to extend a 
small 110 crore loan to loss-making 
Coal India (the bank's exposure to the 
miner later rose to 4700 crore). To 
how the decision to buy Times Bank 
was set rolling from the bedside of a 
dving Bennett Coleman Chairman 
Ashok Jain. 

Such inside detail can only come 
from years and years of reporting and 
filing away details and factoids in your 
head, supplemented with several inter- 
views while writing the book. But that 
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is also the book's weakness. At least 
on half a dozen occasions while read- 
ing. | felt the topic or instance being 
discussed could have been structured 
better with some organised research. 
For instance, if I were Tamal's com- 
missioning editor. I would have 
asked him to fold in the list of top 10 
borrowers at HDFC Bank, the lender's 
sectoral exposure, how it managed 


tricky realty sector loans, a couple of 


Irauds it may have nixed (which 
bank doesn't have one?!), and other 
matters of important context in 
banking. Two other cribs: Tamal's 
use of first names in his narrative 
confused me no end (never mind the 
index at the end of the book). and I 
would have loved to see an expanded 
collection of pictures. 
| am, of course, being nitpicky 
and unreasonable. Tamal's book — his 
first — is a great read and refreshing 
compared to the quasi-academic 
staple that dominates banking and, 
indeed, business books in India. € 
JOSEY PULIYENTHURUTHEI 
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THRIFT AND SMARTNESS 
© "There used to be paper cups for tea and coffee. We 
banned them in 1997. We said each one will have to 
bring his or her own mug from home. We were probably 
spending about 150 lakh a year on cups across India,” 
said Sashi [Jagdishan], the bank's second CFO. "If you 
do it now with 65,000 people, even if they take four 
or five cups a day, it is a staggering amount of waste- 
ful expenditure. So we nipped it in the bud." 
© A firm believer in practising what he preaches, 
Sashi is the most spartan spender in his own de- 
partment. One of his team members, Saurabh 
Jambhekar, had to celebrate a tenth birthday for 
his calculator before Sashi yielded and permitted 
him to replace it. 





THE MANAGER, THE JOKER 

€ Aditya [Puri, CEO, HDFC Bank] has no patience with non-performance 
or slow decision making. When all are killing themselves for twelve to 
fourteen hours a day, he will take critical decisions in ten minutes. !f he 
doesn't give a decision within ten minutes, even if he does not say a 
"no", it's "no". If he says he will get back it generally means "no". 

€ And he is mischievous and loves to play all sorts of pranks. Once one 
of his close friends playfully asked Aditya what he would be sending on 
his birthday. "Flowers," said Aditya. Goretti [Soares, his secretary] was 
asked to get the biggest cauliflower from the Dadar Market, one that 
could feed two dozen people. It was sent in a nice box with a birthday 
card. [The next year, the friend, a vegetarian, was gifted a live rooster, 
wrapped in a decorated net.) 


MANMOHAN SINGH: SHORT OF FUNDS 

€ ATMs were still a novelty in those days. The bank had prepared 
dummy ATM cards in the names of [Manmohan] Singh [then Finance 
Minister] and C. Rangarajan [then Reserve Bank governor]. While 
demonstrating how an ATM worked, Ram inserted the card with Singh's 
name into the machine and punched the keys. The ATM at once flashed 
a message indicating insufficient funds. "You are not the central bank: 
you can give the FM some money. What's the big deal?” Rangarajan's 
joke got everyone laughing. 
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Worthy Subject, Dull Rendition 


The success stories of 11 top women business leaders falls short in the telling 






ѕзышыыме омы эу 





Breaking Barriers 
By Janaki Krishnan 
Jaico Books 
Pages: 190; Price: 1195 


he title may be clichéd but it is 
apt for a book on women busi- 
ness leaders in India. Breaking 
Barriers comprises 11 stories of suc- 
cessful women entrepreneurs or corpo- 
rate leaders, focusing on their struggles 
and achievements at a time when 
India is still adapting to the idea of 
women leaders in the workforce. 
Almost all the women featured are 
trailblazers, such as Kiran Mazumdar- 
Shaw. Chairman and Managing 
Director of India's first biotechnology 
firm, Biocon, or Zia Mody, one of the 
founding partners of India's most pres- 
tigious law firm, AZB & Partners, or 
Kalpana Saroj, India's best known 
Dalit woman entrepreneur. All the 
stories exemplify great courage, con- 
viction, strength and determination. 
However, the author could perhaps 
have distilled a few lessons the millions 
of working women who even today 
face enormous gender-related chal- 
lenges at work could draw from these 
role models.This would have provided 
some perspective. But no such effort is 
made. This is just a collection of stories 
of 11 individuals. There is a brief intro- 
duction discussing the general problem 
which makes the usual correct noises, 
but without saying anything new. 
Again, the author may have picked 
interesting women to profile - among 


them Vandana Luthra. founder of 


Vandana Luthra Curls and Curves, or 
Shaheen Mistri, founder of the educa- 
tion related NGOs, Akanksha 
Foundation and Teach for India — but 
the writing does not measure up. The 
packaging and design of the book are 


hardly inspirational eithe: 


Interesting anecdotes tend (o get 
buried under masses of text, such as 
the story about how Renuka 
Ramnath, the queen of private equity 
in India, formerly with the ICICI group 


and now founder and CEO of the pri 
vate equity fund, Multiples Alternat 


Asset Management, chose to study 
textile engineering. But again, some ol 
the anecdotes — such as the one about 


Luthra's run-in with her mother-in 
law, for instance — seem a little out ol 
place. 

The subject is a relevant one: there 
is some good reporting with interesting 
insights, but the writing and the pack 
aging fail to hook the reader. Had some 
unifying structure been imposed — such 
as grouping the women on the basis ol 
businesses they are in, or the common 
challenges some faced — the book may 
have been of more help to the reader. 

The book presents a slice of history 
capturing iconic Indian business 
women on their journey to success а! 
a time when women and business 
were considered mutually exclusive. A 
lot has changed since then, but the 
road ahead for women in business and 
the corporate world remains long. It is 
sobering to remember, as the introduc 
tion also points out, that for all strides 
Indian women have made, a global 
survey as recent as in 201 1, showed 
that this country still has the lowest 
number of women at every level of th« 
workforce among major Asian na 
tions: China, Hong Kong, Singapore 
Japan, Malaysia and India 

үү 
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India’s Trust 


Deficit 


A study of business leaders across countries 
lists the imperatives of succeeding in a global 
set up, and shows Indians are poor at building 


trust, says Shamni Pande. 


any Indians would consider 

turning up 10 minutes late 

or a meeting a minor mat- 
ter. But the same infraction could 
cause great discomfort among people 
of some other cultures which are rigid 
about punctuality. It could even lead 
to them mistrusting Indians. This 
could well be one of the reasons why 
Indian business leaders have been 
rated the worst at building and main- 
taining trusting relationships. in a 
global study by human resources 
(HR) firms Right Management and 
Tucker International. 

The study, Leading Across Cultures 
in the Human Age, elicits the views of 
more than 1,800 global business 
leaders belonging to 13 nationalities. 
It identifies six competencies that are 
vital in a global environment and 
evaluates how executives from each 
ofthese countries measure up. These 
are the ability to adapt socially, dem- 
onstrate creativity, maintain an even 
disposition. respect beliefs, instill 
trust, and navigate ambiguity. 

The study says there is growing 
awareness among organisations of 
the need for their managers to have 
skill sets that would give them im- 
proved chances of success in a diverse 
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global environment. 
Leaders from the United 
States top five of the six 
competencies, while 
British leaders fare the 
best at maintaining an 
even disposition. (See Keys 

to Success.) And while Indians are 

the worst at instilling trust, the study 
also says that Japanese leaders are 
the worst at social adaptability, dem- 
onstrating creativity, and maintain- 
ing an even disposition. 

The study says trust is the glue 
that holds diverse teams together. 
"Leaders who bring high trust to 
multicultural organisations get supe- 
rior results by clarifying expectations, 
listening first, creating transparency 
and practising accountability.” it 
says. Indian HR executives agree. 
“Leaders can manage with the lack of 
any other competency, but if they fail 
to instill trust, or break trust, they 
stand to lose in a big way,” says 
Mohan A.V.K.. Global Head of 
Human Resources at EXL Service 
Holdings, a back-office services firm. 

Chaitali Mukherjee, Country 
Manager for India at Right 
Management, says the tolerant atti- 
tude towards being late for meetings 





or speaking in one's local tongue dur- 
ing meetings is neither acceptable nor 
common in other regions. "It is com- 
mon to find people (in India) who 
commit to something they do not 
want to deliver." she adds. 

The study will also help compa- 
nies size up managers and decide if 
they are ready for global roles. 
Managers heading a global team, for 
instance, need to have the capacity to 
quickly adapt. as well as to socialize 
easily, as a lot of business is firmed up 
over food and drinks. This is espe- 
cially important in Asian cultures, 
where relationship building matters 
a lot. Again, the study says, consider- 
ing that businesses operate in a high 
pressure environment, it is important 
lor leaders to remain calm even when 
they make mistakes or fail to achieve 
their targets. 

Given the rapidly changing na- 
ture of business, it is vital as well for 








Keys to SUCCESS How executives of different nations fare on six competencies vital in a global environmen 








SOCIALLY CREATIVITY DISPOSITION — BELIEFS TRUST AMBIGUITY 
American 4.29 4.04 3.66 3.79 3.51 1.24 
Australian 4.00 3.69 3.58 3.60 2.83 2.77 
Belgian 3.95 3.68 3.56 3.19 2.82 2.77 
Brazilian 4.00 3.78 3.41 3.12 2.88 2.72 
British 4.10 3.86 3.70 3.48 2.68 2.89 
Canadian 4.07 3.74 3.63 3.41 2.79 2.68 
Chinese 3.83 3.52 3.69 2.58 2.61 2.26 
French 3.89 3.59 3.55 2.82 2.69 2.58 
German 3.82 3.65 3.47 3.04 2.80 2.79 
Indian سے‎ 4.03 3.73 3.63 2.98 2.50 2.35 
Japanese 3.53 3.33 3.33 2.86 2.83 2.67 
Norwegian 3.90 3.71 3.68 3.07 2.67 2.97 
Swedish 4.08 3.74 3.35 3.10 2.91 2.84 
Mean М 3.98 3.71 3.57 3.19 2.81 2.72 


Scores on a scale of 1 (lowest proficiency) to 5 (highest). Top scores marked in green and poorest in rec 
Source: Right Management and Tucker International report 


global leaders to be able to deal with 
ambiguity, and to be creative in re- 


to many managers, dominate when 
there is lack of global exposure. Payal 


Mirakhur adds that, while hiring 


she attaches great importance to the 


solving problems, says the study. It Koul Mirakhur, Vice President for amount of exposure a person has 
cites an IBM survey that polled 1,500 Business Development at Aricent had, since Aricent operates in 36 lo 


CEOs, many of whom felt that while 
creative approaches were more diffi- 
cult, they were more successful in 
ambiguous situations. 

Most progressive organisations 
today are setting down a list of skills 
relevant to their businesses their lead- 
ers must possess. "At IBM we have 
defined a set of nine competencies our 
leaders must work to acquire," says 
Chandrasekhar Sripada, Vice 
President and HR Head at IBM India. 
These include the ability to collabo- 
rate globally, embrace challenge. 
build trust, and influence people. 

Regional peculiarities, according 


Group. relates the instance of a senior 
account leader at her company, who 
has had enviable multicultural expo- 
sure. The executive, a Persian by 
birth, grew up in a Scandinavian 
country, went to Australia for higher 
education, lived in various other 
parts of the world as part of his work. 
and is now settled in Paris. "When he 
calls or interacts with the team in 
India, many people start talking to 
him in Hindi. They have to be re- 
minded he does not know the lan- 


guage,” she says. "That is the level of 


comfort his persona generates. This is 
where exposure helps." 


cations across the world. The need foi 
a matrix to evaluate and hire leaders 
for global and diverse roles is undeni 
able. "We are working on articulat 
ing a global competency matrix foi 
our managers who have to deal with 
very diverse environments," says 
Amitabh Hajela. Vice President and 
Global HR Head, Aricent. 

How can an executive acquire a 
skill ? "One needs to experience it and 
internalise values," savs Mohan ol 
EXL. "People need to be mentored 
The key lies with leaders. who need to 
set an example as people do not take 
anything at face value, € 


Decembver 23 2012 BUSINESS TOI Гг 111 


monster 


Find Better.” 


Senior Management Jobs brought to you by monster.com 






Nous Infosystems 

Recruitment - Head/ Mgr 

Location: Bangalore 

Job ID: 12167810 

Decription: The Ideal candidate should 
have atleast 10+ years of Full Life-Cycle 
Technical Recruiting (US Staffing) 


Thomson Reuters 

Plant Head/ Factory Manager 

Location: Delhi NOUS 
Job ID: 12380462 MFOBYSTEN 
Description: Leads product development 
by coordinating with global resources and 


3 THOMSON REUTERS 


LEVERAGING INTELLECT 





other key stakeholders. 
experience. 
Futures Ahead Target Corporation India Private 
Г А АУР - Legal Limited k 
Location: Mumbai Senior Manager-Legal 
ral Job ID: 12048729 Location: Bangalore 
Description: LLB Candidates with 10+ TARGET Job ID: 12423671 
years experience in a legal role. Description: Seeking an energetic, highly- 
motivated lawyer to join the Target India 
Law team. 
. — ONIENTERPRISES 
Unity Infraprojects Ltd VP Operations / COO 


Sr. Civil Engineer ы i 
: Ё при Location: Mumbai ONI ENTERPRISES ocation: — 
J „ә Job ID: 12461373 
= SERII] Job ID: 12352352 vies ; : 
Description: Looking for the executive 


INFYRAPMOILUTIS LIMITED e é . * 
Description: He should have experience in ; 
Director who reportsto the Chairman. 


executing commercial building project. 


Corbus LLC JSW Steel Limited 
Design Engineer Area/ Territory Sales Manager 
` CORBUS Location: Hyderabad Location: Delhi, Mumbai 
v | Job ID: 12112976 JobID: 12271988 





Description: Role and Responsibility A Description: Co-ordinate with Territory 
design coordinator is responsible for In-charge for Annual & Monthly Sales 
determining the scope of projects. l'arget Planning. 
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яа 


Сіепа 

Network Administrator 

Location: Gurgaon 

Job ID: 12285483 

Description: Hands on Experience on 6500 
DWDM solutions. 


UST Global 

Java Sr. Developer/ Java Technical Lead 
Location: Thiruvananthapuram / 
Trivandrum 

Job ID: 12429392 

Description: Strong knowledge in 
developing applications in Java/JEE (Level 
5). 


JDA Software 

Team Leader/ Technical Leader 

Location: Hyderabad 

Job ID: 12315974 

Description: Experience with complex 
dynamic SQL, packages, PL/SQL, stored 
procedures, and triggers. 


Akshay Software Technologies Ltd 
Software Engineer/ Programmer 

Location: Mumbai 

Job ID: 11926121 

Description: Candidate should have strong 
knowledge or experience of 
implementation. 
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Monster on mobile helps you find candidates 


anytime, anywhere 
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Get Lucky. Get Active with Monster. 
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Yash Technologies Private Limited 
System Analyst/ Tech Architect 

Location: Bangalore, Pune 

Job ID: 12447907 

Description: This position is ideally suited 
for proven experienced SAP Basis 
professionals with a minimum of 9-13 years 
in SAP Basis. 


Schneider Electric India Pvt Ltd 
Senior Engineer/ Asso 
Technical Leader 

Location: Bangalore 

Job ID: 12505824 

Description: Will be developing software 
products using Microsoft technologies like 
C#.net, WPF,XAML and .Netíramework 


and will be part automation business 


Leader 


Polaris Software Lab Limited 
Java Trainers 

Location: Bangalore, Chenna 
Job ID: 12266375 
Description: Looking for Jay 
good experience in conducting training 
programs. 


i Trainer with 


Freescale Semiconductor 
Design Engineer 

Location: Noida 

Job ID: 12354843 
Description: The candidate 
working on cutting edge technology Chips 
for various embedded applications like 
automotive, Industrial, Networking & 
wireless, Analog and Sensor: 


would be 


And click 1 


o Better Access 
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Sales апа Marketing Jobs brought to you by monster.com 


Jobs | oday 





Amazon Development Centre India Omnitech InfoSolutions Ltd 
Private Limited Key Account Manager 

amazoncom. Business Development Manager omnitéch’ Location: Bangalore, Mumbai 
Location: Bangalore — Job ID: 12274822 
Job ID: 12476293 Decription: Should manage a set of pre 
Description: Understand products and defined customers in 1 or 2 verticals & grow 
services offered by Amazon Services and be business in these accounts across all 
able to articulate its functions and benefits Omnitech Services. 


to external audiences. 





Fareportal dEEVOIR Consulting Services Private 
Direct Marketing - Executive | Limited X 
oo FAREPORTAL Location: Gurgaon ) (EE 0) R Area Sales Manager 
— Job ID: 12470481 = win Location: Hyderabad, Udaipur 
Description: Strong communication skills, Job ID: 12505156 ! ; 
with proven ability to share insights that Description: Generating machine sales 


order as per management targets in the 


drive results and customer value. A : 
specified area of operation. 


Avtar Career Creators Scac Consultants 
ў, Branch Manager Business Development Manager 
AVTA Location: Ahmedabad оо Я Location: nct 
Pe Peer of Ohonga Job ID: 12505009 — Mae Job ID: 11590322 


Description: Work towards achieving the 
volume and revenue budget for all verticals 
forthe Chennai branch. 


Description: Responsible for overall 
functioning of the branch including 
management of ASM/Sales Executives, 
Commercials and Godown. 


CR Y-Child Rights and You Manokam 

Brand Manager National Sales Manager 
Location: Mumbai Location: Mumbai 

Job ID: 12299472 JobID: 12442391 





Description: You will be part of the team Description: Incumbent should have 
responsible for advocating for one of India's handled at least two zones in India 
best known non-profit brands. independently in HVAC Industry. 


To apply for above jobs logon to www.monster.com »» Type the Job ID in the "Search Jobs" box »» And click the "Go" button. 
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Http://apps.facebook.com/beknown 


Get Lucky. Get Active with Monster. monster 
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The Power of Now 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box >> 
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Sapient 

Senior Associate Internal Audit 

Location: Gurgaon 

Job ID: 12357515 

Description: Conduct financial, 
operational, compliance audits and special 
projects. 


Syntel Limited 

Financial/ Business Analyst 

Location: Pune 

Job ID: 11625297 

Description: The job profile will involve 
Financial Analysis of various financial and 
investment products and instruments. 


Oracle India Pvt Ltd 

Financial Analyst 

Location: Bangalore 

Job ID: 12084262 

Description: Expense forecasting - it 
suggests expense forecast to the country 
based finance management. 


TIBCO Software India Private Limited 
Accounts Payable Manager 

Location: Pune 

Job ID: 12416096 

Description: Lead a team of 8-10 Accounts 
Payable Manager Specialists, Manage End to 
end AP activities including Vendor master/ 
Invoice processing/ Issue resolution/ 
Payments of multiple legal entities across 
globe. 


Better Candidates 


With Monster's extensive database and 
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E: VALUEFIRST 


monster 


Find Better. 


Rolta India Ltd 

Finance & Cost Controlle: 

Location: Mumba) 

Job ID: 12385577 

Decription: Should hay ср Mfg 
industry, refinery, oil & Gas 


ABC Consultants Private Limited 
Internal Auditor 

Location: Mumbai, Pune 

Job ID: 12368514 


Description: Involved in conductin; 
process consulting/ internal audit/ risi 
consulting and execution of other solution 
of GRCS. 

ValueFirst 


Financial/ Business Analyst 

Location: Gurgaon 

Job ID: 12488944 

Description: Maintaining regiona 
reports of Revenue, Collection, DSO and 
other Operational parameter: 


Tesco Hindustan Service Center 
Officer-Pensions 

Location: Bangalore 

Job ID: 12506239 


Description: To perform tasks as ре: 
process documentation (receive input and 
process to generate suitable output such as 
letters, calculations, update database 
required etc). 


And click the 


-© Better Access 


Better Connections 


advanced technology, finding the right 


candidate is easy 


Get Lucky. Get Active with Monster. 
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Stopping anc 
opping and 
Starting 

t was a promise he had made to the 

voungest of his three sons that 

prompted MICHAEL BONEHAM to 
retire from Ford India. He had told the 
boy he would be back with the family in 
Australia by the time he entered his final 
school year. When Boneham took 
charge over five years ago. Ford was a 
marginal player in this country, with 
sales of just 30,000 units a year, plenty 
of unutilised capacity and zero presence 
in the fast moving small car segment. 
Today, Ford's presence in the small car 
market is sizeable, it has invested $2 
billion in India, sale volumes have 
quadrupled to 1 20,000 units annually 
and market share doubled to 3.5 per 
cent. "We have laid a strong foundation 
for Ford's growth,” says Boneham. 

JOGINDER SINGH, who takes over 
from Boneham as President and 
Managing Director of Ford India. is a 
Ford veteran, having spent 32 years 
with the company globally. "We are 
in the middle of a growth story for Ford 
India. The foundation is in place." he 
says. The challenge for Singh. who 
hails from Dehradun and always 
wanted to head Ford India, is to 
eflectively use the large capacity Ford's 
investment is creating. He is banking on 
the success of the eight new 
products -most of them in the small car 
segment ~ Ford will launch by 2015. 

N. MADHAVAN 
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Great Characteristic 


Every hotel should have a clearly defined 
character. "It is a hotel's character that 
makes you feel good. I prefer to use local 
history and culture to give it that 
character," says GEORGE WONG, 5 3. 
founder of the New York-based 
hospitality design firm, 
GEORGEWONGDESIGN (GWD). It is a 


principle he has followed conscientiously 


in his 30-year career in which he has 
designed or renovated 50-odd hotels 
globally. By his own admission, he faced 
the toughest challenge of his career only 


George Wong 
Founder, GEORGEWONGDESIGN 


recently while designing the Park | 


at Chennai 


"India has a rich culture and il 
time to understand it," he sa’ 
hassled initially. But once \ 
understand. it turns into a big 
advantage. There are so me 


his first hotel in Ind 


to draw upon from its ri 


What has India taught him 
other things that "stone work is а 
way of bringing in understated eleganc 
and subtle luxury” 
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Power Switch 


BJORN ROSENGREN is President 
and CEO of Finland-based 
company, Wartsila Corporation, 
which makes and services power 
generating and related 
equipment, The company is 
currently undergoing a major 
transition, building power plants 
which can easily switch from 
using gas to renewable energy 


sources. "You need smaller 


power plants, and they have to be 


switching off and on very fast," 
says Rosengren. Wärtsilä focuses 
a great deal on markets outside 
the US and Europe — 40 per cent 
of its revenues come from Asia. 


SUNNY SEN 
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5 е VK. Mathews 


— Founder, IBS Group 


Small Town Heavvweight 





Thiruvananthapuram-based IBS software recently signed a 3700 crore 


deal with German airline cargo service provider, Lufthansa Cargo AG, 


by which it will take care of Lufthansa Cargo 's freight business. using 


its cargo management system called iCargo. It is one of the largest 11 


svstem deals awarded by the Lufthansa Group. "Lufthansa selected us 


from 400 competing solution providers. IBS will replace an Unisys 


system, which Lufthansa used for the past 30 years.” says У.К. 


MATHEWS, Founder and Executive Chairman. IBS Group. But it is no 


Emirates and other airlines on its client list. 


GUOI 


fluke — the little known IBS already has British Airways. 
KLM, Virgin Atlantic, Qantas, All Nippon Airways. 
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Making Sure the Future Works 


Heard of Building Information Module (BIM) technology: 
It is a software tool that enables architects to visualise 
exactly how a particular building or project will look 
after completion, right down to its last detail, be it the 
flow of water in the pipes or the quality of the air. The 
man behind it was PHILLIP G. BERNSTEIN, now Vice 
President, Industry Strategy and Marketing. of US-based 
3D design and engineering software company, 





VP. Industry Strategy and 
Marketing, Autodesk 


Autodesk. "About 30 per cent of the increase in cos 
a project happens because of flawed designs.” he sa 
"This can be avoided using BIM." The Petronas Twi) 
Towers in Kuala Lumpur were built using BIM: it is 
being employed in the Mumbai Monorail project. 
currently under construction. “Architecture is an 
expression of cultural values," he adds. 
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to make stiffer sales targets achievable, 
just turn on the cam. 


Managed Video Communication Solutions from airtel business include 
Desktop VC, Video Conference & —^—ta 
To know more, email us at or visit 
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avo recommends Windows 8. lenovo FOR) 





20 YEARS OF DOING 
WHAT'S NEVER BEEN DONE 


1892 
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~ | - © M — A p | 1r | te ' | 
i — ІВ ! 





1993 
THINKPAD" TRAVELS TO OUTER SPACE ON A NASA MISSION 
1994 
WORLD'S FIRST LAPTOP WITH AN INTEGRA! 
1995 


BUTTERFLY KEYBOARD - SHOWCASED IN THE MUSEUM OF MODE 
1998 
Y T'HINKLIGHT", THE KEYBOARD LIGHT INTR 
2003 
FIRST LAPTOP WITH AIRBAG PROTECTION FOR HARD 
2006 
FIRST LAPTOP WITH PROTECTIVE ROLL CAGI 
2009 
THINKPAD W700ds, WORLD'S FIRST DUAL-SCREEN MOE 
2009 
THINKPAD LAPTOPS ARE USED IN THE VORTEX 2 PROJECTTOS R 


WORLD'S FIRST BUSINESS-READY 10.1" TABLET 
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THE #1 ENTERPRISE LAPTOP IN INDIA 


— o 


www.lenovo.con 


Beautiful, fast, fluid Efi Windows 8 
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